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THE PUBLIC BROADCASTING REFORM ACT 

OF 1998 



MONDAY, OCTOBER 5, 1998 

House of Representatives, 
Committee on Commerce, 
Subcommittee on Telecommunications, 

Trade, and Consumer Protection, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 10:20 a.m., in room 
2123, Raybum House Office Building, Hon. W.J. TBilly^ Tauzin 
(chairman) presiding. 

Members present: Representatives Tauzin, Markey, and Wynn. 

Staff present: Justin Lilley, majority counsel; Mike OHielly, pro- 
fessional staff; Cliff Riccio, legislative clerk; and Andy Levin, mi- 
nority counsel. 

Mr. Tauzin. The subcommittee will please come to order. 

Let me thank you for joining us today, or me today to speak with 
me about this important legislation, ^d let me thank you, my 
good friend and colleague, Ed Markey, from Massachusetts, the 
principal cosponsor. It should be quite obvious to you that not only 
is this a bipartisan issue, to many of us, but as you can see the 
bill we have offered today that we are going to hear testimony on 
today is a bipartisan offering by both the chairman and the rank- 
ing minority member. 

And we have offered it in the spirit of accomplishing something 
good for the country, as is so much of the work of this committee 
done in a bipartisan fashion. And it is also a critical time for public 
broadcasting, not only because we are, of course, approaching a 
new century and the end of a third decade in public oroadcastine^. 
But as I say, there are two fundamental issues that need to be ad- 
dressed simultaneously; one is providing public broadcasting with 
a long-term and stable method of funding. Public broadcasting 
today in the analoe world lacks that public, stable, long-term meth- 
od of funding. And the other is a recognition that as public broad- 
casting, broadcasting in general, moves from the analog to the digi- 
tal era it is essential that we maximize efficiencies and act with 
some fiscal discipline. 

For example, m this time of budgetary austerity, we really have 
to question the need for two fully funded public stations for the 
market, and we need to talk about that, how can we somehow 
bring effidencies in that market in a digital age when, in fact, 
multicasting^ may be a more appropriate way of providing more 
public broadcasting to a community. 

(1) 
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Similarly, we need to take a hard look at the bureaucracy of the 
Corporation for Public Broadcasting. H.R. 4067, the Public Broad- 
casting Reform Act of 1998, seeks in fact to accomplish these goals. 
First, the bill would create a commission to consiaer various meth- 
ods to provide financial assistance to public broadcasting and to 
promote the transition of public broadcasting into the digital era, 
mcluding replacing the Feaeral appropriations for the CPB by cre- 
ating a trust fund for the stable funding of public broadcasting; re- 
ducing Federal spending for public broadcasting by eliminating the 
CPB possibly bv limiting Federal assistance to one broadcast li- 
censee per market or by selling or leasing overlapping broadcast 
stations, ensuring that government money invested in the station 
over time is returned to the Federal Government for reinvestment 
in other stations; by creating a fee for exception from public inter- 
ests broadcasting requirements. 

Broadcasters in enect would then buy out through public interest 
payments, which then would be used to support public broadcast- 
ins which, in turn, would provide the public service that was origi- 
nally allocated to a commercial broadcaster. Carrying out the goals 
of public broadasting by, one, ensuring that public broadcasting re- 
mains as free as possible from commercial advertising, so it re- 
mains something special in our society; encouraging locally pro- 
duced programming, a critical ingredient; three, enhancing the 
availability of cultural programming for historically underserved 
audiences, including minority audiences; four, enhancing the avail- 
ability of educational programming designed for children; five, 
makinc^ cultural and education programming available to schools 
and libraries; and, five, reducing simultaneously broadasting of 
identical programming, allowing the showing, for example, of five 
Barneys at the very same time and at the community. 

It is my hope this commission will offer insightful and interesting 
information on how we can extend the valuable mission of public 
broadcasting into the next century. Indeed, all of these options 
would be before the committee, as well as any other option that the 
commission would feel might be one we have not yet even thought 
of. 

Second, the bill establishes a mechanism to recompense the Fed- 
eral Government for the sale of public broadcasting stations which 
were sold to private entities. The bill requires that the FCC ensure 
that these stations are sold at fair value, and the Federal Govern- 
ment is recompensed with the investment that it has made in these 
public broadcasting stations. And, third, the bill makes some small 
modifications to the current law's provisions for local grants. 

The bill limits these messages to 10 seconds in duration and pro- 
vides the sponsors to be identified without further commercial mes- 
sages, provides that these local grants are to be discontinued once 
a trust fund or a mechanism is in place which provides for more 
than 70 percent of the annual operating expenses of each public 
broadcasting station. 

In short, the bill aims at making public broadcasting public and 
not commercial. And finally the bill authorizes the CPB through 
t fiscal year 2002 at an amount equal to 40 percent of the total 

Qount of non-Federal financial support received by public broad- 
ters but not to exceed $475 million per year. 
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The bill also authorizes appropriation for PTFP for the years 
1999 through 2000 in the amount of $42 million. By the way, this 
is the same amount which is currently funded. The last time that 
Public Broadcasting was reauthorized was for fiscal year 1996 at 
$425 million. We are authorizing this bill, CPB, at an increased 
level because we value public broadcasting. We believe the Con- 
gress values public broaacasting. We believe the public values pub- 
lic broadcasting. We believe all respect its mission to remain public 
and noncommercial. 

This year CPB received an appropriation of $325 million, just as 
a note. Perhaps even more important than the reauthorization fea- 
tures of this act is the bill's appropriation of funds for the purchase 
of equipment for the transition to digital television in the amount 
of $95 million per year through 2002. This is the eauivalent of $475 
miUion over 5 years. Remember the President's budget allocated 
about $450 miluon to the transition over the same 5-year period. 

As broadcasting moves from the analog to the digital era, we 
must not let public broadcasting be left behind. Americans are 
going to be making some big choices in the next few years and 
among those big choices will be the purchase of new digital sets 
and (figital converter boxes. And there will be seemingly credible 
variety and incredible scope of digital and high definition program- 
ming. Public broadcasting has to be part of that adventure. 

To that end it is similarly essential for public broadcasting to 
maximize efficiencies, where possible. The bill, therefore, provides 
that the money authorized to be appropriated for the transition 
may be used to purchase equipment on a collaborative basis to en- 
able more than one station to benefit from cost savings realized 
from the joint purchase of equipment. 

The bill does not, however, mandate the stations purchase equip- 
ment on such a collaborative basis. Second, the bill contains incen- 
tives for public broadcasters to consolidate their operations for the 
transition to digital. The bill provides that where two public enti- 
ties voluntarilv agree to merge, the combined entities will receive 
150 percent of the funds that either one of them would have re- 
ceived as a single entity. 

Finally, to ensure that the needs of public broadcasting and the 
communitv they serve are met, the bill permits public broadcasters 
to multiplex to provide more programming to more people. It is 
time for Congress to show its commitment to public broadcasting 
and to the digital future of public broadcasting. As we move to the 
next century, we must ensure that public broadcasting moves with 
us and we must provide it with funds to do so, but also the guid- 
ance to guarantee its longtime success by maximizing efficiencies 
and exercising fiscal restraint. 

I want to emphasize that I believe that the long-term success of 
public broadcasting is very much dependent upon its reform. It is 
also essential that public broadcasting be reauthorized. Unfortu- 
nately, despite our best efforts and the efforts of public broadcast- 
ing we were, of course, not able to move a bill this year. And we 
recognize that important funding questions need to be addressed in 
order to get the public broadcasters a certainty necessary to move 
into the next century. Accordingly, I look forward to moving this 
bill early in the next Congress. 
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Let me finally say that the reason we have asked you to come 
today is» and very simply, that you might share with us your 
thoughts on our draft, might criticize it, analvze it, offer us sugges- 
tions for improvements, tell us what you like about it, what you 
don't like about it, that we mi^ht use this interim to consider those 
suggestions and criticisms and, perhaps as early as we can in the 
next Congress produce a reformed — a revision, rather, a revised 
draft that will m fact incorporate the best of the ideas and avoid 
the worst of the mistakes we may have made. 

And let me finally say that Mr. Markey and I have made very 
much of a commitment to this bill. Our staff and I and Mr. Markey 
have given it a lot of attention, I believe you know that. I want to 
thank our staff. Justin is here and I want to thank him and my 
personal staff. And Mr. Markey's staff, Andy is here. I want to 
thank all of them for the time they spent already on this bill. We 
intend to invest a lot more time to get it done early in the next 
Congress, but we are going to need your help. And to all the 
firiends of public broadcasting who may be listening or may be here 
today, let me assure you this will take a msgor effort in the next 
Congress. 

I don't have to tell you we will be competing for attention on a 
rather strange stage. And I will need as much of your help to make 
sure this becomes a priority of the next Congress as I possibly can, 
and that means working with all the members of the full Com- 
merce Committee to ensure that all of them see it as a high prior- 
ity for the next Congress. 

The Chair now is pleased to welcome my friend Mr. Wynn from 
Maiyland for an opening stetement. 

Mr. Wynn. Thank you very much, Mr. Chairman. I would just 
like to take this opportunity to commend you for your leadership 
on this issue as well as that of our ranking member, Mr. Markey. 
In the interest of time, I am going to defer any opening statement 
and let's proceed with the witnesses. Thank you. 

Mr. Tauzin. Thank you, Mr. Wynn. 

I also want to issue on behalf of Mr. Markey an apology for his 
being late. He does have a stimulating stetement which we will by 
unanimous agreement insert into the record. My own personal ob- 
servation is that he is still in deep mourning over the Red Sox loss. 
They were in the American League playoffs, and I know he is prob- 
ably not ^oing to be seeing very straight this morning. So he will 
take his time getting here. 

[Additional statement submitted for the record follows:] 

Prepared Statement of Hon. Tom Bliley, Chairman, Commtitee on Commerce 

Thank vou, Mr. Chairman. 

Public broadcasting is a staple of many people's daily television viewing. The pro- 
gramming offered by public broadcasting is often imique. educational and well re- 
ceived by manv Amencans. Programming by public broadcasting also travels in di- 
rections that the private broadcasting compames are unwilling to go. 

I think everyone agrees that the programming options offei^ by public broadcast- 
ing should be continued. I have always been a strong supporter of public broadcast- 
ins. 

Unfortunately, while the concept of public broadcasting is sound, there are many 
problems in the current system. And this is not surprismg, given that it has oper- 
ated without significant revision since its creation. Excessive overhead costs, as well 
as biased and redundant programming, plague public broadcasting. Clearly, there 
is room for improvement. 



Digitized by 



Google 



5 / 

Further, it is widely recognized that public broadcasting cannot be sustained 
under the current funding mechanisms and levels. The Federal govertunenf s role 
in fimding public broadcasting must be lessened. Simply put. Mend dcJlars are 
needed in omer more worthy areas. I am heartened to see that even as federal fund- 
ing has been trimmed, the overall budgets of public broadcasting oiganizations are 
growing nicely. 

Public broadcasting also is facing one of its most daunting challenges to date: con- 
version from analog to digital transmission. As private broadcasters convert to digi- 
tal, so wiU public broadcasters. This is a complex process that wiU provide as much 
benefit and opportunity as it does uncertainly. While I am suspect of the contribu- 
tion levels public broadcasting expects the government to provide for the conversion, 
digital transmission provides the opportuni^r— if done ri^t— to bri^g a whole new 
flock of viewers and contributors to public broadcasting. 

For these reasons, I am pleased to see the l^i^ative work of our Subcommittee 
Chairman. The bill before us asks the important questions facing public broadcast^ 
ing. H.R. 4067 outlines the fonnation of a commission of experts to provide answers 
to these most pressing issues. It also explores efibrts at eliTninating the needless re- 
dundancy contained in the system. 

While H.R. 4067 is certainly a positive starting point, I think everyone agrees 
there is hard work ahead. There are parts of the bill— eudi as the generous funding 
levels — that need substantial work. Today's hearing wiU provide a basis for improv- 
ing the legislation and moving the ball forward. 

I must admit that I am troubled by the lack of balance contained on this panel. 
We have four witnesses that strongly favor the current public broadcasting struc- 
ture. While these witnesses may have concerns about certain parts of H.R. 4067, 
it certainly seems as though we wiU be missing testimony fi?om witnesses who may 
have more serious and fundamentally different problems with the bill. 

To be balanced, we should hear all views re^^urding the bill. I trust that this wiU 
occur as further hearings are held on this matter. 

Let me also be firank with my Mends in the public broadcasting community. I am 
growing weary of efforts by some public broadcasters to use the appropriations proc- 
ess to get their legislative fixes. For any authorization-related legislation, it is the 
Commerce Committee you should be deaUng with. I know some of you feel you have 
tried. But my advice is: try harder. I think you wiU be pleasantly surprised at this 
Committee's willingness to address your issues in a fair and balanced manner. 

Again, I thank the Subcommittee Chairman for his hard work and for calling this 
hearing. It is an important matter that deserves our attention. 

Mr. Tauzin. I am pleased to welcome our witnesses today. Let 
me again thank you. It is late in our session and many of you have 
made sacrifices, including Beth, to be here and I appreciate that. 
President and CEO, Corporation for Public Broadcasting, Robert 
Coonrod; John Hollar, the Executive Vice President of Learning 
Services, Public Broadcasting Service, here in Alexandria; Peter 
Jablow, the Acting President and CEO of National PubUc Radio; 
Beth Courtney, President and CEO of Louisiana Public Broadcast- 
ing; and Monroe Price, Cardozo Law School in New York. 

Let me welcome you all, thank you for your attendance. Your 
written statements are always unanimously agreed to be part of 
our record. And as you can see, we don't have a big crowd, but 
what you have to say is very critical to us today and we welcome 
your testimony. 

Mr. Coonrod. 
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STATEMENTS OF ROBERT T. COONROD, PRESIDENT AND CEO, 
CORPORATION FOR PUBUC BROADCASTING; JOHN C. 
HOLLAR, EXECUTIVE VICE PRESIDENT, LEARNING SERV- 
ICES, PUBLIC BROADCASTING SERVICE; PETER A. JABLOW, 
ACTING PRESIDENT AND CEO, NATIONAL PUBLIC RADIO; 
BETH COURTNEY, PRESIDENT AND CEO, LOUISIANA PUBLIC 
BROADCASTING; AND MONROE E. PRICE, CARDOZO LAW 
SCHOOL 

Mr. COONROD. Thank you, Mr. Chairman. It is a pleasure to be 
here this morning. I have submitted testimony for tne record, and 
I look forward to questions that you may have as we develop the 
dialoG" that you talked about over the issues in this bill. But I 
would like to begin with a couple of opening comments. 

In the testimony you will hear this morning from me and my 
public broadcasting colleagues, Mr. Chairman, you will note signifi- 
cant congruents. We are working together effectively to shape our 
future. 

Public broadcasters around the Nation are reinventing their in- 
stitutions in the way they serve their communities. CPB, with 93 
employees, is an important institution of public broadcasting. The 
"we," the staff at CPjB, are not public broadcasters, we do not oper- 
ate stations or produce or distrioute programs. We play a vital and 
effective catalytic role. 

With the success recently of The Farmer's Wife on PBS, I am at- 
tempted to use an analogy that my colleague Irvine Duggan uses. 
Irvine is the president of PBS. He describes CPB in this way. We 
at CPB distribute the seed com. We also provide necessary assist- 
ance to assure that the seeds are sewn on fertile soil and tnat their 
cultivation and harvest result in an abundance of high quality pro- 
gramming for the American people. 

And it IS from that perspective that I would like to speak to you 
this morning. There are a whole 

Mr. Tauzin. Green Acres is a commercial venture. I am confused. 

Mr. CooNROD. There is a nostalgia for the family farm, Mr. 
Chairman. There are a host of uncertainties surrounding the tran- 
sition to digital. They are technical, regulatory, programmatic and 
fiscal. As you well know, the telecommunications environment is in 
a state of unprecedented flux, and the Nation is undergoing demo- 
graphic changes of similar proportion. So the challenges are for- 
midable. Public broadcasters recognize this. They are changing, 
transforming and adapting to meet those challenges. They recog- 
nize too that the nature of the challenges they face requires that 
the pace of change accelerate. 

This recognition is leading to a renewed sense of mission and a 
sreater clarity of purpose. So there is reason for optimism, not the 
least because of our successful partnership with the Congress. Your 
hearing this morning gives us an opportunity to say how much we 
appreciate your leadership, Mr. Chairman, and that of Mr. Markey. 
Your willingness to be farsighted about public broadcasting is re- 
flected in H.R. 4067. We believe it represents a very good beginning 
toward repositioning public broadcasting for the next century. 

Your proposals to authorize funding for the digital transition and 
to reauthorize both CPB and the PTFP for 5 years are espedallv 
welcome. Right now we have the opportunity of securing $16 mil- 



Digitized by 



Google 



lion or more in vital startup funding for the digital transition. Your 
support for this effort is critical. But ours» Mr. Chairman, is a 
clear-eyed optimism. It is tempered by the very real appreciation 
that in fiscal year 1999, stations around the country will experience 
one more year of reduced Federal support from CPB just as the fis- 
cal changes they face are mounting; therefore, your recognition of 
the need for significant Congressional support as reflected in the 
reauthorization stimulates all of us to work to improve our overall 
productivity. 

Your recognition that public broadcasting needs a stable, long- 
term source of fimding enables us to plan for new digital, edu- 
cational services with the fiill confidence that we will have the 
wherewithal to deliver them to every home and classroom in Amer- 
ica. I will note, too. Mr. Chairman that the President's Advisory 
Committee on Public Interest Obligations of Digital Television 
Broadcasters, what is referred to as the Gore Commission, is likely 
to reach a similar conclusion about the need for stable long-term 
fiinding for public broadcasting. And we are ready to work in part- 
nership to establish the trust fund that you have outlined in your 
bill. 

I would be remiss, however, Mr. Chairman, if I did not mention 
one of the tensions in our partnership. Public broadcasting is very 
complex. Reform is difficult. Every interesting proposal seems to 
have some desirable — ^undesirable side effect. And Cfongress, on oc- 
casion, adds to that complexity. When you spoke with the partici- 
pants in the PBS meeting last June, you indicated your under- 
standing of our dilemma. 

The proposal to have a commission study these complex issues 
we think is a productive approach. We are concerned, however, 
that the timeframe that you nave set out for a commission to do 
its work is overly optimistic, given the nature of the issues that 
they would have to confront. But in closing, let me again acknowl- 
edfi^e your leadership and support and that of Mr. Markey. We 
value and admire the bipartisan spirit in which you approach this 
ver^ important question. 

"niank you very much, Mr. Chairman. 

[The prepared statement of Robert T. Coonrod follows:] 

Prepared Statement of Robert T. Ckx)NROD, President and CEO, Corporation 
FOR PuBuc Broadcasting 

Good marning. 

Thank you for the opportunity to speak to you this morning. 

We're fdso t^d to be here, because it gives us a chance to say how much we ap- 
preciate the leadership of Chairman Tauzin, Congressman Mark^, and this sub- 
committee on public broadcasting related issues. 

Your concern and wiUingness to be far-sifi^ted about public broadcasting is re- 
flected in H.R. 4067; we beueve it represents a very good start toward repositioning 
public broadcasting for the next century. We are especially appreciative of your pro- 
posal to reauthorize CPB for five years and to authorize a five year commitment 
to diffital broadcasting. 

Public broadcastings stor/ is a rich one and destined to become even more re- 
markable in the years ahead, as we make the transition to digital transmission. 

Mr. Chairman, when you announced the bill at the PBS annual meeting, the as- 
sembled broadcasters were appreciative of your inclusive approach. Th^ espedallv 
appreciated it when you said . . . it's not a perfect draft, yet, and invited the broad- 
casters and others to give feedback to you and to Rep. Maikey. 

That sounds like ^od news for nearly 100 million viewers of public television 
each week and over 20 million who listen to public radio across the country. 
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On public TV, Americans can see television as commanding as the six-and-a-half 
hour oocumentaiy aired last month, "Tlie Farmer^s ^^e." We saw and we felt the 
powerful forces acting on the lives of today's family farmers. 

On public TV, American children can see programs that are both mentally engag- 
ing and entertaining, such as "Arthur," '^idibone," '^r. Rogers," and many others. 

Public radio features public affairs programming of exceptional quality and cul- 
tural treasures that range from grand opera to folk music to powerful and insightful 
historical pieces such as the upcoming 'Hemembering Slavery," in which the re- 
corded voices of former African-American slaves are heard— on the air and in multi- 
media format on CD-ROM. 

And looking ahead, public TV is where the classics of American literature will be 
brought to the screen with style and care in the recently announced series of nine 
new movies to be presented as the American Collection under the Masterpiece Thea- 
tre banner— made possible by an extraordinary grant of $15 million fi?om CPB. 

Appropriately for the digital age— cmd for public broadcasting's commitment to 
education— the new series has a remarkable tie-in with the 80,()00(!) teachers who 
belong to the National Council of Teachers of EngUsh, and who even now — before 
tiie £st movie has been filmed — are participating in a national, internet-based 
project tied to these classics of American literature. The teachers in this prqject 
reaich over 10 million students in classrooms across the country. 

But, as great as these programs are — as well as many others not mentioned 
today-^the capacity of pubuc broadcasting to produce even more quality program- 
ming wiU slqrrocket in the digital era. 

By the year 2003, we must complete our federally mandated transition fix>m ana- 
log to digital, at a cost of $1.8 billion. When that happens, the horizon for public 
television's creativi^ and service wiU virtually disappear. 

Single stations will provide multiple channels of programming, not to mention the 
aesthetic benefits of h^^ definition TV. Opportimities for interactivity will escalate. 
Imagine watching a sdenoe program like '^ova," or a "Great Performance" with the 
digitol-enabled capability to explore information sources beyond the main stream of 
the program. 

We're already planning for the future at CPB. At the corporation's annual meeting 
in Septembw, the board of directors approved a number of measures designed to 
strengthen pid>lic broadcasting over the next several years. 

They included, amon^ others, creation of a new Special Assistance Grants pro- 
gram, especially benefitmg small, rural stations, as well as an enhancement of the 
TV Future Fund, a creative approach that hdps all stations become more self-suffi- 
cient. The board also extended our policv of encouraging the reduction of unneeded 
infirastructure while providing multiple differentiated programming services in com- 
munities served by more than one public television station. 

Of special interest was the board's approval of fimds to kick off a new project, 
DTV 2003, an innovative research and development project for digital content 

Such forward thinking is all directed at one goal — satisfying our commitment to 
universal service, and as we defined it in our recent strategic review of program- 
ming, our commitment to education, innovation, diversity, and localism. Those are 
the values that matter, those are the values that wiU drive us as we move into the 
digital age, and, I believe, those are the values you are seeking to preserve in H.R. 
4067. 

Thank you. Fm looking forward to answering your questions. 

Mr. Tauzin. Thank you very much for coming. 

And Mr. John Hollar, Executive Vice President of Learning Ven- 
tures, Public Broadcasting Service here in Alexandria. Mr. Hollar, 
I welcome you. And, again, we will take your testimony again. And 
I might mention, by the way, that as we approach the various as- 
pects of public broadcasting, the learning component is one that I 
hope we will feature a great deal in our discussions today. As the 
country is making an effort to wire up the schools and libraries, it 
is also quite evident to us that television is going to play a migor 
role in the schools and libraries, and public broadcasters are going 
to be a msgor part of that mix. And I appreciate again your testi- 
mony, sir. 
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STATEMENT OF JOHN C. HOLLAR 

Mr. Hollar. Thank you, Mr. Chairman. I appreciate that ver^ 
much. We, too, submitted written testimony for tne record, so I will 
be brief this morning. And I first just want to say on behalf of our 
President and CEO, Irvine Duggan, thank you very much for the 
opportunity to be here with you today. I also want to express our 
gratitude to you and to Mr. Markey for your unwavering support 
for public broadcasting in these many years. 

You have Ions been leaders in the eyes of evervone at public 
broadcasting ana you have appreciated very much what we and our 
member stations do. And you represent with Louisiana Public 
Broadcasting and Mr. Markey with WGBH Boston some of the very 
best of public television, the excellent quality productions that are 
done at a national level and stations like Lomsiana Public Broad- 
casting that serve our educational mission, as you just mentioned, 
so creatively. 

Your bill, Mr. Chairman, reflects some very important principles, 
and you articulatod some of those this morning. You seek to ensure 
a vibrant and financially secure future for public broadcasting. You 
believe that we should retain and reaffirm our noncommercial edu- 
cational mission. You appreciate that our transition to digital 
broadcasting has both si^ificant potential and significant chal- 
lenges. And we hold these same beliefs, so we are grateful to have 
you and Mr. Markey as distinguished leaders and champions of 
public broadcasting as we face these challenges. 

I simply want to make two brief points tms morning, Mr. Chair- 
man. The first point is about the timing and context of this legisla- 
tion and you have alluded to it this morning in your opening state- 
ment. This bill comes at a pivotal time for public broadcasting, be- 
cause this is the moment in history when we make this enormously 
promising convergence to digital broadcasting. For us the digital 
transition is not simply a technical migration. 

This is a new opportunity for us to carry out our educational mis- 
sion more broadly, more deeply and more effectively than ever be- 
fore. We firmly believe, Mr. Chairman, that this technology now 
matches the educational mission of public television perhaps in a 
way that it has never done. And because this promise is so rich, 
we are pursuing this transition with enthusiasm. In November, 
just next month, we will begin airing high-definition digital pro- 
gramming for local broadcasting every month. 

Also next month, we will introduce the world to what we believe 
is an entirely new form of media. It represents the fusion of broad- 
cast television, video, text, audio and imaging into a new service 
called enhanced digital television. And we will launch that service 
next month in a 4-nour documentary profile of Frank Lloyd Wright 
being produced by Kim Bums. 

In snort, we are planning a vibrant digital future, Mr. Chairman, 
one that will create entirely new, extremely powerfiil educational 
applications firom preschool programs to distance learning for 
adults to our signature series. As Irvine Duggan testified here last 
April, Mr. Chairman, this undertaking will be expensive and you 
have underscored that this morning. 

But you have responded in this bill with this forward looking $95 
million each year recommendation for a total of $475 million. And 
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we finnly believe that this represents a bold bipartisan expression 
of support for this transition and this opportunity. I also want to 
underscore this morning that public broadcasters themselves re- 
main steadfast in their determination to hold up their end of the 
public-private bargain and to raise more than a billion dollars in 
private funding to complete the transition and to pay for these very 
high costs. 

So this is a very important moment for us this morning, and that 
is my first point, the timing and context of and what this means 
to public broadcasting. The public-private partnership that I just 
mentioned for our funding moves me to my second point. Because 
inherent in the partnership between the public and the private sec- 
tor that this represents, Mr. Chairman, is your faith in public 
broadcasting's ability to be self-reliant yet accountable to our Fed- 
eral partners. 

So I want to make you aware today of steps that we are taking 
both on the point of self-reliance and accountability, particularly as 
those qualities pertain to issues that you have raised in your biU. 
The first is in the area of underwriting. I want to simply mention 
this morning that last year four of our msgor producing stations in 
PBS joined in an unprecedented collaboration to raise underwriting 
for national programming. It is called the PBS sponsorship group. 

And it was designed to eliminate the duplication in program un- 
derwriting at the national level and to maximize the efficiency of 
our efforts to raise this important source of program funding. Not 
only has it succeeded on a financial level in its first year, but I 
want to note that the underwriting obtained by this group fits 
squarely within our guidelines for underwriting messages. The PBS 
guidelines are in many cases more restrictive than the FCC guide- 
lines. 

So this group represents the principle that not only can we raise 
money under these restrictive guidelines, but that we can do a bet- 
ter and more efficient job of raising underwriting in a way that is 
consistent with the efficiency principles that all of you have out- 
lined. 

I also want to mention that the PBS board has a subcommittee 
working on underwriting policies now, and this group is conducting 
an exhaustive and detailed analysis of our practices. It is one of the 
most wide ranging inquiries ever launched at a board level. And we 
are determined, they are determined, to be good stewards of the 
funding and the trust that you have placed in us. These same 
qualities of self-reliance and accountability are apparent in the way 
that we are attempting to address the issue of multiple stations in 
a single market. 

For nearly 2 years, our colleagues at CPB and we have been 
joined in an effort to engage in a feasibility study for a second na- 
tional programming service, the working title for which, although 
it won't be called this ultimately, is PBS II. PBS II would be distin- 
guished from our current national programming. It would have its 
own look and feel and identity, and we believe that it can provide 
a distinctive and important service to local communities with more 
than one member station. At a time when we are on the threshold 
of 500 commercial channels, we hope that perhaps one more addi- 
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tional noncommercial educational channel might be a welcome 
thing. 

Finally, Mr. Chairman, we support the establishment of the com- 
mission that you have advocated to explore more secure funding for 
public broadcasting. We also, of course, are very much in favor of 
and appreciative of the funding levels that you have suggested both 
for CPB and for the digital transition. We want to applaud the 
principles that you have expressed in your bill. And we are happy 
to be with you this morning. 

[The prepared statement of John C. Hollar follows:] 

Prepared Statement of John C. Hollar, Executive Vice President, Pubuc 
Broadcastino Service 

Good Morning, Mr. Chairman and Members of the Subcommittee. I'm John 
Hdlar, Executive Vice President of Learning Ventures at the Public Broadcasting 
Service. We appreciate the opportunity to join this hearing. 

Your Leadership 

Mr. Chairman, let me first express our gratitude to vou and to the Ranking Mem- 
ber, Mr. Markey, for your unwavering support for puolic broadcasting. Both of you 
have long been leaders in the eyes of those who work in the public broadcasting 
family and those who appreciate what we do. Your respective IooeJ stations— Louisi- 
ana Public Broadcastii^^ and WGBH Boston — ^represent some of the best of public 
television: stations dedicated to producing unique, enriching programming, and to 
serving our educational mission creatively at the local level. 

The principles reflected in your biU continue to demonstrate your leadership and 
sup^rt. You seek to ensure a vibrant and financially-secure fiiture for public broad- 
casun|^ into the 21st century. You believe that public broadcasting should retain and 
reafifiiin its noncommercial, educational mission. And you appreciate that our tran- 
sition to digital broadcasting has great potential and signincant challenges — poten- 
tial that we must achieve, and challenges that we can overcome with tSsderal sup- 
port, local ingenuity and business savvy. We hold these same beliefs, and we are 
grateful to have two distinguished leaders as our champions. 

Timing and Context 

I want to make two brief points this morning. The first is about the timing and 
context of this legislation. Your bill comes at a pivotal time for us: the moment in 
history when we make the enormously promising transition to digital broadcasting. 
Public broadcasting has sought to be a leader in craftine a bold, new vision for the 
digital future, and creating fiiat vision has been a shared enterprise involving PBS, 
our member stations, the Corporation for Public Broadcasting, America's Public Tel- 
evision Stations, and National Public Radio. 

For us, the digital transition is not just a technical miction; it is an opportunity 
to carry out our mission more broadly, deeply and effectively than ever before. Like 
a library with limited shelf space, we've always haA a wealth of material sitting in 
storage. DTV promises to expand our electronic shelf space many times over. The 
technology now matches our mission. 

Because the promise of this future is so rich, we're pursiiing this transition with 
enthusiasm. For many months now, we've been broadcasting high definition tde- 
vision on one of our satellite channels. In November, we'll begin airing hish defini- 
tion digital programming for local broadcast every month. Also, next monui we will 
introduce the world to an entirely new form of media: the fusion of broadcast tele- 
vision, related video, text, audio and images into a new service called ''enhanced dig- 
ital Tv." In short, we are planning a vibrant digital future— one that wiU create en- 
tirely new, extremely powerful educational appfications, firom preschool programs to 
distance learning to PbS's signature series. 

As our President and CEO, Ervin Duggan, testified here last April, this undertak- 
injg will be expensive. He appealed to you to make Congress a partner co-investing 
with us to deploy the necessary hardware— just as Congress has helped with our 
infirastructure in the past And you have responded. Your forward-looking bill calls 
for $96 million each year for five vears, for a total of $476 million. While less than 
public broadcasting's request— ^600 million over four years— your recommendation 
represents a bold, bipartisan statement of support. Public broadcasters remain 
steadfast in their determination to hold up their end of this public-private bargain 
and raise more than $1 billion to pay for the migority of the transition costs. 
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Thus, the context of this bUl is a critical turning noint in our history. Moving suc- 
cessfully into the digital future is crucial to us, ana we appreciate your recognition 
and support. 

Self-Relianoe and Reaponsweness 

The public-private partnership Fve mentioned for funding our move to digital 
leads to my second point Inherent in the partnership is your fiaith in public 
broadcasting's ability to be self-reliant, yet accountable to our federal partners. I 
want to maKe you aware today of steps we're already taking to be more self-reliant 
and more responsive, particularly as those qualities pertain to issues raised in the 
bill. 

The first is in the area of underwriting. Last year, four of our minor produdng 
stations and PBS joined in an unprecedented collaborative to raise underwriting for 
national programming. This new enterprise, the PBS Sponsorship Group, ftliminat>e8 
duplication and maximizes the efficiency of our efforts to obtain revenue firom cor- 
porations to support PBS prop;rams. 

Si^;nificantly, the underwriting obtained by the Sponsorship Group fits squarely 
withm PBS's existin^^ guidelines for underwriting messages. These guidelines were 
developed with the input and supiK>rt of our member stations, ana are generally 
more restrictive than the FCC's guidelines. The Sponsorship Group represents the 
principle that we can do a better, more efficient job of raising underwriting for na- 
tional pro^pramminff, and that we can do so within the letter of our existing policies. 

In addition, the PbS Board has had a subcommittee working on underwriting pol- 
i(pr issues for many months. Pursuant to a new PBS governance system that pro- 
vides a broadly indusive forum for resolving important policy issues, this group is 
conducting an exhaustive and detailed analysis of current underwriting practices to 

Erovide vSuable data for informed decision-making about underwriting policies. We 
elieve these two efforts — an efficient, national underwriting enterprise and Board- 
level attention to addressing underwriting issues— demonstrate that we are being 
good stewards of the funding and trust you have placed in us. 

The same (jualities of self-reliance and accountability are apparent in the way 
we're addressing the issue of multiple public television stations in a market. For 
nearly two years, PBS, CPB and a numoer of our stations have been engaged with 
outsioe consultants in a serious feasibility study of a second national proyamming 
service for member stations in markets with multiple stations. The working title— 
although we don't expect it to be the final name for the service— is ''PBS2.'' PBS2 
would oe distinguished firom our current national Drogramming and would have its 
own look, feel and identity. The early work on PBS2 indicates that public television 
can provide a significantly distinctive and important service to. local communities 
with more than one PBS member station. 

In an era when a tiny sliver of the electronic media is dedicated to education and 
public service, multiple-station markets are oases of locally-governed assets serving 
the public interest. Our challenge is to work with each station to find creative solu- 
tions that maximize the value of their services to their communities. 

Funding for the Future of Public Broadcasting 

Finally, Mr. Chairman and Mr. Markey, we support the estabHshment of a com- 
mission to explore ways to provide more secure funding for public broadcasting. 
Forming and capitalizing a trust fund, or other similar fiscal mechanism, to provi(te 
reliable, ongoing support for what we do is an endeavor that PBS has longendorsed. 
We also appreaate and support the bill's five-year authorization of CPB and the 
solid benchmark for CPB funding. 

In closing, I want to applaud again the important principles expressed in your 
bill. As we face the exciting and expensive prospect of the digital fUture, we at PBS 
are happy to join our coUeaf^es today in thankmg you for your support in the past, 
and in urging your support in the fUture. 

Mr. Tauzin. Thank you very much. 

And now Mr. Peter Jablow, the Acting President and CEO of Na- 
tional Public Radio. I have got the pronunciation right, Peter? 
Mr. Jablow. Absolutely. 
Mr. Tauzin. All right. For your testimony. 

STATEMENT OF PETER A. JABLOW 

Mr. Jablow. Chairman Tauzin, Mr. Wynn, and other members 
of the subcommittee, thank you for inviting me to speak today on 
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behalf of National Public Radio and the more than 600 noncommer- 
cial educational radio stations that we represent. 

Mr. Chairman, we recognize that you value public radio. I want 
to address the complicated issues facing our industry now and in 
the future. The Federal investment and the unique service that 
public radio offers is a great bargain. At present, public radio costs 
each American taxpayer a mere 23 cents per year. The American 
public has also demonstrated its ongoing support by tuning in in 
ever increasing numbers; nearly 20 million people each week now 
listen to NPR stations. 

Turning to H.R. 4067, Mr. Chairman, we appreciate your efforts 
to craft legislation that addresses critical issues important to the 
future of public broadcasting. NPR is most pleased that 4067 au- 
thorizes CfPB, reauthorizes the public telecommunications facilities 
program and authorizes a new digital transition program for public 
broadcasting. We would like to work with you to ensure that public 
radio's specific digital needs can be met. In addition, we need your 
support in addressing our other immediate challenges, securing 
funding for public radio's next generation satellite interconnection 
system and ensuring public broadcasting continued access to broad- 
cast spectrum. 

NPR manages the public radio satellite distribution system, 
which distributes the audio programming of more than 250 dif- 
ferent producers and distributors through a network of inter- 
connected public radio stations. In 1978, Congress established the 
system and helped refurbish it a decade later. We now need your 
help again sooner than expected. On May 21 of this year, we noti- 
fied the leadership of the subcommittee of the catastrophic failure 
of the Galaxy 4 satellite. The emergency caused a complete outage 
to the public radio system. Securing replacement transponders for 
what was lost in May has now become a top priority. 

We intend to seek Federal appropriations in early 1999 for this 
purpose, and we are currently engaged in developing a systemwide 

Elan for the interconnections system's long-term needs. Another 
ey issue is preserving spectrums set aside for public broadcasting. 
In the interest of time, I will refer you to my written statement on 
the issue of continued availability of broadcast spectrum, which is 
a significant concern to our station. 

H.R. 4067 recognizes that NPR and public radio stations face 
m£nor challenges as we enter the next millennium. These changes 
include, one, now to remain true to our public service mission, 
reach a broad spectrum of the American public and generate suffi- 
cient revenue to complement, if not replace, the Federal appropria- 
tion; two, how emerging delivery methods affect us and; three, how 
does public radio best exploit and adopt new technologies. 

Mr. Chairman, it is clear that you understand and appreciate the 
complexity of the challenges we face. And we are grateful for your 
help in moving public broadcasting forward. In particular, we sup- 
port your efforts to develop a trust fund and methods for capitaliz- 
ing it in order to reduce and perhaps eliminate the need for a Fed- 
eral appropriation. More extensive deliberation, including station 
consultation, must occur before specific reforms are enacted, other- 
wise, the bill as drafted could yield unintended consequences for 
public broadcasting. 
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For example, while the bill's proposed commission would be re- 
viewing the optimal revenue mix for public broadcasting, at the 
same tmie, the bill itself enacts specific underwriting changes that 
would have significant budgetary implications for public broad- 
casters. With regard to underwritmg, I would like to emphasize the 
importance of each revenue source to public broadcasting's viabU- 
itv, in the need to examine whether particular changes wul materi- 
afiy affect our noncommercial nature for better or for worse. 

The issue of station overlap is also a complicated one. As a local 
medium the needs of a community often dictate that more tJian one 
public radio station is not only desirable, but also sustainable. The 
bill also establishes so-called incentives for voluntary consolidation. 
In the case of radio, it is not entirely clear how the incentives 
would work. If consolidation and commercial radio has reduced lo- 
calism in broadcasting, as we surely believe it has, the committee 
should consider carefully whether consultation in public radio is ul- 
timately desirable. 

Mr. Chairman, in conclusion, today has allowed us to further the 
discussion of our immediate and future needs. Public radio remains 
a unique service and resource to the American public. As you have 
discovered, there are no easy answers nor a single solution to the 
challenges we face. We are ready to work with you and your col- 
leagues to ensure the viability of public broadcasting in America. 
Mr. Tauzin, when this bill was introduced, you said, it is time for 
Congress to decide what its commitment to public broadcasting will 
be." 

We have no doubt your level of commitment and your support for 
public broadcasting. It is our sincere hope between now and the re- 
turn of Congress m January we will be able to reach our shared 
goal of an authorization in time for the next appropriations cycle 
and that we will have begun exploration of the issues so key to 
public broadcasting's future. Thank you for your consideration. 

[The prepared statement of Peter A. Jablow follows:] 

Prepared Statement of Peter A. Jablow, Actino President and Chief 
ExECUTivB Officer, National Pubuc Radio 

introduction 

Chaiiman Tauzin, Congressman Markey and other members of the Subcommittee, 
thank you for inviting me to speak today on behalf of National Public Radio (NPR) 
and the nearly 600 stations ainng NPR programming across the countiy. I am Peter 
Jablow, Acting President and Chief Executive Officer of NPR, a private nonprxxQt 
company that produces and distributes shows such as Morning Edition^, AM Things 
Considered^. Performance Todays, distributes Car Talk and Jazz Set. 

As a membership oi^anization, NPR represents approximately 600 noncommercial 
educational radio stations throughout the United States. NPR also TOOvides a twen- 
ty-four hour stream of public radio programs to the Armed Forces Radio and Tele- 
vision Service for the benefit of our armed forces throughout the world. 

If you listen to public radio here in the Washinjg^ton metropolitan area or when 
you are back in your home state, you know there is nothing uke public radio any- 
where else on the dial. There is no commercial counterpart Stations carry out their 
public service mission by providing listeners with entertaining, educational and in- 
formative programming. 

Public radio is finee, portable and universaUy available. We don't do "sound bite" 
journalism; rather, our comprehensive coverage takes the listener to the heart and 
sounds of the story. Stations contribute pubuc affairs and ottier local coverage to 
complete national programs. The result? Award-winning news and cultural report- 
ing offering; insight into world events and the arts and providing life-long learning 
opportunities through music, books and the theater. 
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The mega-mergers in the communications industry and consolidation on the com- 
mercial radio side ma^ the continued viability of public radio stations more impor- 
tant than ever. Public radio stations are local institutions, licensed to non-profit, 
educational groups such as school boards, states, private or state universities, local 
educational organizations or non-profit communi^ corporations. Communi^ leaders 
serve as station board members and volunteers assist in manv daily activities. Lis- 
teners invest in their local station, not just by their financial contributions but by 
givine their time as well. According to the Corporation for Public Broadcasting's re- 
seat, in 1997 the total volunteer hours for radio is 1.1 million, the equivalent of 
568 fiill-time employees. In 1996, public radio had dose to 2 million individual con- 
tributors. Over tne years public radio stations have provided students with training 
and internships in every aroect of broadcast operations. Public radio stations aro 
motivated by noncommercial and educational purposes, not by rovenues or ratings. 
Local public radio stations provide a unique blend of communi^ information with 
broad, national programming — all valuable to their listenizig audience. 

Stations go the extra mile by involving their listeners with the programming long 
after it airs. They aro dedicated to roaching out to schools with spedid learning pro- 
grams and to the visually handicapped by providing radio roading services. Hero aro 
a few iUustrations of how public radio stations "connecT to their communities: 

• WCVE'FM in Richmond, VA celebrates its tenth anniversary this year, serving 

the surrounding area and the state. The station covers the Virginia State Legis- 
lature every session, plus provides programs on history and educational devel- 
opments at Virginia's state colleges and universities. 

• KRvS-FM in Lafiiyette, LA provides south Louisiana listeners with approximately 

30 hours a week of music and cultural programming of the C^jun and Creole 
people. 

• During the 1998 ice storm, Maine Public Radio provided crucial information to 

people Infected by the bad weather. Stations broadcast call-in shows that al- 
lowed people to ask questions of representatives of the power companies, federal 
emergency agencies and public h^th officials. Also, Governor King used the 
radio to direct people where to go to receive help. 

• Connecticut Pubuc Radio continues its Music To Their Ears campa^, collecting 

over 130 musical instruments from listeners for the Hartford Public School sys- 
tem's music program. Over the past two yeare, Connecticut Public Radio has 
been dted for its national leadership in this area. 

NPR last appeared before this subcommittee in 1996, when former Chairman 
Jack Fields held a hearing on his public broadcasting authorization proposal.That 
was a time when the question of continued federal support of public broadcastinff 
was front-page news. At the time. Congressional offices reportea that they received 
more mail on the public broadcasting issue than many other pressing world events, 
such as the Bosnian conflict Constituent response was overwhelmingly positive in 
favor of keeping public funding of the public broadcasting svstem. 

The public showed its support in a variety of ways. In a 1997 Roper Starch Worid- 
wide ix>ll, when given a choice of 20 services, Americans judged public radio and 
television the second and third best value in return for federal tax doUara spent. 
Militaiy defense ranked first. The American people consider federal funding for pub- 
lic broadcasting to be a wise use of their tax doUcurs because they value the pro- 
j^ramming and services provided by their local public station and the per capita cost 
18 minimal. For Fiscal Yeare 1998 and 1999, puolic broadcasting cost each American 
93 cents per year. For public radio alone, tiiis figure is merely 23 cents per Amer- 
ican each year. 

The public has also expressed its support for public radio simply b^ tuning in in 
record numbere. According to a Spring 1997 Arbitron report, 17.9 million people a 
week tuned in to NPR stations — a preliminary report firom spring of this year snows 
an increase to 19.3 million weekly ustenera. 

Despite these achievements, we have not grown complacent. Since the funding 
challenge in the last Consress, public radio has worked to increase private support. 
While 1997 figures show federal funding accounts, on average, for 16% of a station's 
budget, stations have made a concerted efibrt to look at other ways to grow and re- 
tain support. Public radio stations are working at gaining new membere, increasing 
the level of contributions and raising their visibility within the community. 

My public broadcasting colleagues on this panel and I recognize that :^ou, too, 
value what we do and want to address the complicated issues facing our industry 
now and in the future. We appredate your efforts to craft legislation that would 
help public broadcasting address these mattera, espedaUy those that are most 
pressing. 
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DOfEDIATB NEEDS 



We are pleased to see that the proposed biU reauthorizes funding to support sta- 
tions' operational, programming and capital equipment needs and authorizes fund- 
ing to help public radio stations cover me high cost of disital broadcast conversicHL 
In addition we would like to woriL with ymi to secure funoing for public radio's nert 
generation satellite interconnection system and assure public broadcasting's contin- 
ued access to broadcast spectrum. 

Authorization The Tauzin/Mark^ bill authorizes CPB throu^ FY 2003 at an 
amoun t not more than $476 million, the Public Telecommunications FadlitJes Pro- 
mm (PTFP) is reauthcnized throu^ FY 2001. We appl aud th ese provisions since 
CPB has been without an authorization since 1996 and PTFP has been unauthor- 
ized since 1994. 

During the 105th Confi^ess, staff from the various public broadcasting oiganiza- 
tions worked diligently with members of the House and Senate in the hope m mov- 
ing a biU. Althoi^ a biU was introduced in the House, HR 2979, the only action 
was a hearing in this Subcommittee. The House and Senate Conmierce Committees 
both held hearings on the future of public broadcasting but no biU was ever intro- 
duced in the Senate. 

We appreciate the support of this Committee and the Appropriations Committee. 
Even without an authorization, CPB funding has increased in the last appropria- 
tions bill by 20 percent, from $250 million to $300 million. Nonetheless, this in- 
crease follows 2 vears of flat funding and rescissions. Moreover, it is below the pre- 
vious amounts that have been authorized. In FY 1996, the last time CPB was au- 
thorized, the amount approved was $425 million. 

Financial support for the only capital improvements prpmun for public broadcast- 
ing, the Public Telecommunications Facilities Program (PTFP), has faltered but con- 
tinued without an authorization. In 1997 the Administration's budget eliminated 
PTFP finding. This followed a drop in FY 1996 from $29 million the year before 
to $15 million. Last vear Congress, urged on by the public broadc^i sting community, 
ultimately restored $21 million to the program. Bow CPB and the PTFP program 
are of vital importance to public broadcasting stetions, providing programming 
money, seed money for other operations, eouipment and fiftduties. 

The PTFP ^ant awards just announcea for radio include awards to stetions lo- 
cated in 14 dmerent stetes that the members of this Subcommittee represent. They 
are: LA— Red River Radio Network; OH— WGTE— Toledo, WMUB— Oxford, WOSU- 
AM— Columbus; CO— KUVO— Denver; TX—KUHF— Houston; MI— WUOM— Ann 
Arbor, WNMU— Marquette; FLr— WMNP, Tampa, WJCT-^acksonville, WFSQu-Tal- 
lahassee; OK— KGOU— Norman; WI-WOR'T— Madison: Wisconsin Public Radio; 
CA— KRCB— Rohnert Park, Radio Bilingue; WA—KDNA— Yakima, KSERr— Snoho- 
mish County, Yakima Reservation; VA—WETA— Arlington; TN— WUTC— Chat- 
tanocm; NY— Radio Reading Services of Western NY, WAMC— Albany, WBAI— 
New York aty; WNYC— NYC; WMHT— Schenectody; MO— KDHX-St. Louis. 

Digital authorization 

We appreciate that the biU provides an authorization for transitioninff to digital, 
specifically $95 million to be appropriated for FY 1999-2003. We would uke to work 
with you, however, to ensure that public radio's specific dijgital broadcasting needs 
can be met. First, public radio stetions will be adversely impacted by digitel tele- 
vision (DTV) conversion and affected stetions wiU need fbiancial assistance to mini- 
mize the coste. Second, public radio stetions wiU require assistance in their own con- 
version to digital radio technology. 

The Federal Communications ijommission's (FCC's) DTV timeteble mandates that 
by 2003, public television will be transmitting a digital signal. While I wUl defer 
to mjr public television Mends on their specific needs, it is important to address how 
pubhc radio wiU be affected. I have atteched the resulto of an NPR survey of our 
stetions showing that firom now until 2003 roujdily 10 percent of our fuU member 
stetions are likely to be hit with DTV assodatcd coste. These coste range fix>m the 
thousands to the millions of dollcurs, due to tower relocations, interruptions in serv- 
ice caused by tower modifications and interference issues. 

• WCVE'FM in Richmond, VA leases tower space finm WTVR-TV, Channel 6. The 
TV stetion will need to add digital transmission equipment to a tower that is 
currentiy fully loaded, fordns radio to relocate ito antenna or construct a new 
tower, an estimated cost of $100,000 or $1,000,000, respectively. WCVE-Flfs 

{problem is compounded bv the fact that public radio stetions are located at the 
ower end of the FM band,, which is close to the Channel 6 firequennr. TV Chan- 
nel 6 causes interference with FM audio, limiting the alternative locations for 
public radio's transmission equipment. 
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• This year KUHF-FM in Houston received a two month notice that it is being dis- 

placed from its current tower due to conversion by the commercial licensee who 
owns the existing tower. KUHF-FM estimates that the DTV related moving 
costs will readi |500,000. KUT-FM in Austin faces a similar problem in the 
near future. 

• WNYC'FM in New York City may be forced to vacate its current broadcast tower 

and move its transmitting^equipment frt>m atop the World Trade Center, be- 
cause of a proposed new DTv tower at the site creating possible interference 
Sroblems. Tlie only other suitable location for signal transmission is the Empire 
itate Building. The station estimates that it will cost at least $1 million to relo- 
cate to the Empire State, not to mention rental costs at the new site. 

• Two Z>en(;er public radio stations KCFR-FM and KUVO-FM will be moving next 

yeai^KCFR-FM estimates costs will reach $100,000, while KUVO-FM esti- 
mates $76,000. Both public radio stations are co-located on public television sta- 
tion KRMA-TVs tower. The county government requested that KRMA-TV and 
several area television stations combine their DTV operations on one tower, 
thus abandoning the site that KCFR-FM and KUVO-FM are currently renting. 
Meanwhile, the old KRMA-TV tower will be destroyed, forcing the two pubhc 
radio stations to relocate with KRMA-TV. 

• In 1999, public radio station KUNI-FM in Cedcw FaUs, lA, anticipates being 

forced to move to free up TV tower space— DTV related interference and moving 
costs may reach $2 milhon. 

• In 2000, public radio stations KPBS-FM in San Diego and KPCC-FM in Pasadena, 

respectively, expect a move and a Channel 6 interference problem due to DTV 
conversion. 

• KPBS'FM in San Diego is located on a commerdaUy-owned television tower. Be- 

cause of a tower apace issue, the owners requested KPBS-FM move from the 
tower on January 1, 2000 in order to make room for television's DTV antenna. 
KPBS-FM estimates that building a new tower wiU come to $326,000. 

• KPCC'FM in Pasadena potentially wiU experience interference problems as a re- 

sult of neighboring television stations converting to DTV. KPCC-FM is located 
on Mt Wilson, wmch has the highest signal density nationwide— more than 60 
signals in one square mile. The costs of fixing interference problems are un- 
known attibis time. 

• In 2001 WWNO-FM in New Orleans may be forced to move its transmission equip- 

ment firom the WDSU-TV, Channel 6 tower where it has been located since 
1972. WWNO-FM's frequency is also close to the Channel 6 frequency making 
a remedy difficult without losing coverage area, listeners and revenue. What 
amounts to an unfunded federal mandate wiU cost the station as much as 
$160,000 to relocate. 

• The same year KCUR-FM in Kansas City, MO, anticipates having to move its 

transmitting equipment firom its leased tower. KCUR costs will amount to near- 
ly $120,000. Even if the station stayed on its existing tower, accommodating ad- 
ditional DTV transmission equipment would create additional costs for radio. 

• WKYU'FM, Bowlwg Green, KY is co-located on Kentucky Public Television (KET) 

station WKLB-Tv's tower. WKHJ-FM anticipates having to move its transmit- 
tinff &cilitv in 2002 due to digital television because of a weight and a space 
problem. The station will either have to build a new tower or fimi another tower 
in its market to relocate. A cost estimate to build a new tower is $200,000. 
Other en>enses include buving ten acres of land, constructing a transmitter 
building ($40,000) and moving to a new location ($200,000). These costs are de- 
pendent on KET's diflital plans, but assume a conservative estimate for the po- 
tential costs to WKYU-FM of $440,000. 

• WMKY'FM in Morehead is co-located on KETs tower and will potentially be im- 

pacted by the DTV transition, although at present it is uncertain of the timing 
and costs. 
The number of public radio stations and amount of associated costs are likely to 
grow as more television stations prepare to convert 

MS^th regard to public radio's own conversion needs, our most recent estimate of 
costs finr converting NPR and CPB-qualified stations to digital transmission totals 
$60 million. We fully anticipate that an In-band-on-channel digital transmission 
standard will be adopted by the year 2000. Thus, radio's share mr digital must be 
included in any diipital fiincung appropriation. 

Satellite authonzation National Public Radio manages the Public Radio Satellite 
Distribution S^ystem (PRSS) for the public radio system. Our role is to oversee a 
^--^*- specialized interconnection system, which is designed for multiple-channel 
ution of audio programming fi^m a variety of sources, not just NPk, to a net- 
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work of interoonneeted public radio stataons. Currently more than 250 different dis- 
tributore use this system each year to distribute programs to public radio stations. 

By way of background, in 1978 Congress was instrumental in the birth of the na- 
tional satellite distribution sjrstem — a sjrstem for the distribution of public radio pro- 
gramming that has proven to be an efficient and effective way to distribute hi^^ 
(piali^ local, regional and national public radio programming among stations na- 
tionwide. In 1988, recognizing the need to replace the aging system, (ingress again 
authorized fluids to replace public radio's satellite transponders and sround equip- 
ment The Public Telecommunications Act of 1988 authorized $200 million total for 
public radio andpubhc television. Public radio received approximately $50 million 
of this amount. These funds were appropriated in FY 1991, 1992, and 1993. 

As we rei>orted to the Subcommittee earlier this year, on May 19 the Galaxy IV 
satellite which distributes public radio programming to stations failed, causing a 
complete service outage. NPtl acted immediately to implement a backup plan to de- 
liver programming to more than 600 radio stations nationwide through a variety of 
options. 

Currently we are working with prospective satellite vendors and outside business 
consultants to prepare for the next step. We have ensaged stations and oroducers 
in the discussion of future needs of the program distribution network. In tne mean- 
time, the catastrophic failure in May haa created an immediate need. Although not 
all the details have been worked out, it will be necessary for public radio to seek 
federal appropriations in early 1999 for the purpose of securing replacement capac- 
ity for the transponders lost in the failure of Galaxy IV. We are counting on the 
members of this Subcommittee for their support. 

Preserving Public Broadcasting Access to Spectrum Spectrum scarcity is of the ut- 
most concern to our stations. At the public radio annual meeting in June, station 
managers all over the country lamented their inability to protect their sifi^nals' 
robustoess because of spectrum grabs on adjacent channels. Further, stations in the 
West are finding it increasingly difficult to obtain the spectrum needed to locate 
translators, which boost a broadcast signal to bring service to remote areas. 

Exacerbating these concerns has been the FCCfia proposal to re<piire pubic radio 
stations to compete at auction for broadcast spectrum. If the FCC goes ahead with 
this— or worse yet, simply refuses to accept applications for noncommercial edu- 
cational service on non-reserved fi:equencies, as the FCC has suggested— it will se- 
verely restrict the ability of public broadcasters to extend and even maintain service 
in rural and underserved communities. 

Public broadcasting believes Congressional intent was dear in adopting the Bal- 
anced Budget Act of 1997, which the FCC is relying upon in this matter. The Act 
does not authorize the FCC to use auctions where public broadcasters propose a 
noncommercial educational service, regardless of whether ^e service is on a re- 
served or non-roserved fi^quency. 

NPR welcomes the opportunity to address this issue with members of the Com- 
mittee. 

CHALLENGES CONFRONTINO PUBUC RADIO 

In addition to addressing many of these mora immediate needs, HR 4067 recog- 
nizes that we face significant challenges as we enter the next millennium. If we are 
to fiirther our mission and build upon the successes of the past 26 years, some of 
the difficult issues we must address include the following: 

How does public radio remain true to its public service mission, continue to offer 
quality noncommercial and eduqationalprogramming, reach a broad spectrum of the 
American public, while generating sufficient revenue to complement, if not remaoe, 
the federal appropriation! In past yeare. Congress has encouraged public broadcast- 
ing to become more entrepreneurial, make shrewder business deals, leverage our as- 
sets. We have heard you. NPR and our stations are diligentlv developing business 
initiatives that leverage our assets and build upon our goal of mcreased private sup- 
port. Our initial efforts and research, however, indicate that radio's options for an- 
cillary revenue are limited. 

How will emerging delivery methods affect us? The public radio system is com- 
prised of stations, aU of whom are content providere. The opportuni^ provided by 
new program delivery platforms brinsg with it the chaUenges of making it work on 
a nationid and local level. Public radio must maintain its unique blend of local and 
national identity as the new satellite-based national delivery services launch. W<»rk- 
ing in concert with our member stations, NPR is examining now it can extend pMic 
radio developed content to provide a national program service. Tlie service would 
highlight the best of local content for national and worldwide distribution. 
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How does public radio best exploit find adopt new technolosiea? Our goal is to keep 
pace with listening habits and build our audience. As satellite, new media, on-de- 
mand and other ancillary distribution technologies emerge, public radio must be 
there. We welcome the cnance to educate, inform and reach new audiences, espe- 
cially those that tend to be early adopters of non-mainstream alternative tech- 
nologies. NPR was proud to be a launch partner with Real Audio Networks and 
ABC to premier streaming audio on the Internet. Partnership funding made this 
and other new technology ventures possible for NPR, which does not mive an R & 
D budget of its own. 

DELIBERATION & REFORM 

Given the complexity of these challenges, we acknowledge first and foremost that 
there are no simple solutions. Mr. Chairman and Mr. Markey, you share the same 
conclusion, which is why Title I of the bill establishes a Commission to examine the 
future of public broadcasting. While we believe many of these issues could be ad- 
dressed through a Commission or simply further discussion with the Subcommittee, 
we support your efforts to help public broadcasting move forward. In particular, we 
support your efforts to develop a trust fund and methods for capitalizmg it in order 
to reduce and perhaps eliminate the need for a federal appropriation. 

Whatever the process for further deliberation, however, public radio strongly be- 
lieves that more extensive deliberation must occur before specific reforms are en- 
acted. 

As a general matter, it seems counterproductive and, in some cases, unwise to 
enact specific changes, as Title II and III would do, while simultaneously the pro- 
posed Commission would be deliberating over the same or related issues. For exam- 
ple, while the Commission would be considering what might be the optimal revenue 
mix for public broadcasting in the fUture, the oill would make very specific under- 
writing changes that couldf have very significcuit budgetary implications for public 
broadcasters. We are prepared to sit down and discuss the issue of underwriting and 
other matters, whether with the proposed Commission or directly with the members 
of this Committee, but those deliberations ought to occur before any specific changes 
are made. 

QUESTIONS & CONCERNS WITH SPECIFIC REFORMS IN HR 4067 

In addition to our general view that any specific reforms warrant more extensive 
deliberation, NPR has a number of concerns about the following suggested reforms: 

Underwriting 

We appreciate the concern that enhanced underwriting may be commercializing 
public broadcasting. At the same time, however, it is essential for the Members of 
this Subcommittee to understand the importance of each revenue source to public 
broadcasting's viability, the likely revenue conseauence of potential changes, and 
whether particular changes wiU materially affect tne noncommercial nature ot pub- 
lic broadcasting for better or worse. In that regard, we believe the proposed changes 
require much more discussion to address basic questions such as the following: 

• Whether the exclusion of an underwriter's street address, as the biU apparentiy 

would mandate, materially improves the noncommercial sound of public radio? 

• To what extent would such a chanse discourage business support? 

• Why permit established corporate logos in puolic TV underwriting credits but not 

in public radio underwriting credits? 

• Is it wise or even constitutional for the advisory commission's recommendations 

to trigger specific legal restrictions on underwriting without any action by Con- 
gress? 

Even with the success of some biz dty stations in generating corporate underwrit- 
ing support, most public radio outfits operate on a shoe-string budget. The cushion 
is so tnin, that for these stations even the slightest underwriting change could have 
a huge impact. We would like the opportunity to thoroughly investigate and discuss 
the impacts of these proposed changes before Congress takes action. 

Station overlap/Unjust enrichment 

This is an issue fi:«ufl^t with complications. Each public radio station's format is 
designed to best serve the community. Public radio pndes itself on localism and Gfty 
percent of public radio station programming is locally produced. As a local medium, 
quite often the needs of a commumty dictate that more than one puUic radio station 
is not only desirable but also sustainable. 

The bill attempts to address perceived problems with overiapping public radio sta- 
tions by attenuDting to prevent ui^ust enrichment firom tiie safe of an overlap broad- 
cast station, what prompted this provision may be the valid concern by HR 406Ts 
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authors that guidelines and protections are needed ii\ the event a pubHc station is 
sold. 

We believe, however, that the bill sets up an administrativeiv complex proceeding 
that is as likely to produce unintended conseauences as intended ones. Efach trans- 
action would nave to be reviewed on a case-oy-case basis, making the proceedins 
burdensome and ripe for gamesmanship. The bill does not address stations located 
on the reserved FM band that may be transferred without an FCC proceeding, even 
thou^ the sale mig^ht be viewed as producing um'ust enrichment. It is also likely 
that m some cases, investment in a station will be discouraged, given the threat m 
payback to various federal agencies before a sale is finalized. 

Consolidation of station operations 

The bill establishes 'Incentives for voluntaiy consolidation.'' In the case of radio, 
it is not entirely clear how the "incentive'' would work. It may be difficult to apply 
the hypothetical portion of the provision— 'If such areas were served by a aime 
public broadcast station"— for purposes of determining how much funding a consoli- 
dated station might receive. In audition, the provision appears to say that if a con- 
solidated station does not meet audience service or communitv support criteria, then 
it would not receive any funds. We also believe, as addressed above, that a commu- 
nity's needs typicaUy reauire multiple public radio station outlets and it is unclear 
that a single consolidatea station can aoequately serve those needs. 

CONCLUSION 

Mr. Chairman, in June, as this bill was introduced, you said, "it is time for Con- 
gress to decide what its commitment to public broadcasting wiU be." There is no 
doubt of your level of commitment and support of public broadcasting;. This hearing 
todav has provided us with the opportunify to talk about our immed&te and future 
neeos, and remind us of the unique service that is public radio. There are no easy 
answers to the chaUenges we fiace and no one-size-nts-all solution. Your bill shows 
ti^at you understand this. Public broadcasting is ready to work with you and your 
colleagues. Thank you for your consideration. 

Mr. Tauzin. Thank vou. 

We will now hear from Ms. Beth Courtney, President and CEO 
of Louisiana Public Broadcasting. Beth? 

STATEMENT OF BETH COURTNEY 

Ms. Courtney. Good morning, Mr. Chairman, members of the 
committee, Mr. Wynn. I am Beth Courtney, President and CEO of 
LPB. We operate six stations statewide and an affiliated station in 
New Orleans, as well as more than 100 satellite receivers in high 
schools and technical colleges throughout Louisiana, and we pro- 
vide tower space and generators for public radio stations, as well 
as small grants. 

I am also the vice chairman of the board of trustees of APTS and 
chairman of the Satellite Educational Resources Consortium. So I 
thank you for the opportunity to testify on H.R. 4067, the Public 
Broadcasting Reform Act of 1998. 

On behalf of APTS member stations, I want to thank you. Chair- 
man Tauzin, and Ranking Member Markey for introducing this 
bill. The public broadcasting community is anxious to work witib 
the committee on this legislation that wul reauthorize CPB and the 
public broadcasting facilities program and establish a new grant 
program to assist public broadcasting stations in their transition to 
diffital. 

In remarks to the PBS annual meeting in June, which we en- 
joyed satellite uplinking to them. Chairman Tauzin, you stated 
that it was your intent that the bill be the beginning vehicle for 
discussion with the community and it would lay important ground 
work for passage of legislation early in the next Congress. We view 
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this hearing as another important step in the process, and we 
thank you for holding it. 

First, I want to comment briefly on a few aspects of the bill and 
then focus on our vision for public television in the digital world. 
We are grateful for and strongly endorse the three authorization 
provisions in the bill. They are critical to the future of public 
broadcastin|;. The authorization of $475 million for CPB recognizes 
public television's need for additional revenue to support both ana- 
log and digital operations and to begin to fund our vision for digi- 

The authorization of $95 million per year for 5 years, starting 
this fiscal year, is critical to our stations transition to digital. The 
stations simply will not be able to make the transition without Fed- 
eral support. Almost half of all public television licensees will incur 
transition costs that exceed their projected annual revenue. To give 
you an idea of that in Louisiana, we are projecting it is going to 
cost us $23 million to convert. And that is just converting, that is 
not buying high definition cameras or anything like that. 

And in our State, we just had the Louisiana legislature appro- 
priate a little money for tower studies to begin the process, because 
we really laid it out, in which I have to raise $6 million, small task, 
and then we are — ^we hope we have Federal appropriations and 
then State appropriations to assist us. So it is really going to be 
a partnership. I have to tell you we began with this little grant this 
time, this year, and we, of course, are going to do tower studies on 
wind loading and tower strength, whether we can keep public radio 
on or not, which is a problem. But we were tested this past week 
by Hurricane Georges and we don't want to be tested like that in 
the future. 

I would say to you, those of us who operate the hardware that 
all this is going to take to do don't want to be facing a hurricane 
or a critical disaster when we turn around in 2003. it is taking a 
lot of hard engineering work to begin to do that transition to digi- 
tal. And we really have to start now or we won't be able to accom- 
plish it in that period of time. It just takes so much time to do it. 
I can't stress the need for that. 

I think to me that FCC deadline of 2003, we have all of the plan- 
ning processes in place and my colleagues around the country are 
reafly concerned about getting started on this or we won't have it 
done by the time. We applaud you for your vision to providing a 
long-term funding source. We presented such a vision in Congress 
in 1995 in a document entitled The Road to Self-Sufficiency, and 
we look forward to working with the commission and Congress to 
make this a reality. 

We would offer two suggestions regarding the commission's vi- 
sion in this bill. We hope tnat you would consider including a pub- 
lic television-public broadcasting professional on the commission. 
That is our suggestion for you, because we think we can bring some 
insights to it if you would consider it. 

And I also would agree with my colleague that 4 months is a 
short time period to do all the stuay and perhaps we need a little 
more time to be able to accomplish that task. 

Finally, I want to comment on the underwriting provisions. That 
was the most exciting one when you announced it at the annual 
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meeting, because I, too, like ^ou, think it is very important for us 
to maintain our noncommercial nature. I think that is essential to 
what we are. But the reality is if we turn it back to the pre- 1981, 
the blue screen and white letters and 10 seconds, it is going to 
have a tremendous impact, because underwriting constitutes ^91 
million or 15 percent of public broadcasters' total budget, and to 
undermine the source of revenue before we have managed to lay 
out what we might do in the future would reallv be devastating, 
especially since we are facing all these tremendous and exciting 
challenges of raising all of this money in the digital future. 

We snare your vision of eventually replacing our reliance on a 
permanent funding source, but this is obviously practically a mat- 
ter of concern for my colleagues. I would like to take a few minutes 
just to mention to you, I see my red light, what we want to do. I 
am so excited about the digital environment, because in Louisiana, 
like some of my colleagues, during the day, we don't have to choose 
any more between adults and children. We don't say, I am sorry 
I can't do a coUeee credit class, because I have to put on a ready 
to learn service. We will be able to do at least four channels at the 
same time. So I am really laying out what we might do, as are a 
lot of my colleagues. 

We hope to have assistance from PBS and others. But we are 
producing a lot of programs because, you know, education is a 
State's responsibility, too. So what we are trying to do is share. 
Ri^ht now 1 would envision we do a children's channel on one chan- 
nel. We will do an adult learning channel where we work with col- 
lege credit classes, GED, and we are doing work with technical 
challenges, because I think it is so important for us to do abso- 
lutely some of the training so we can put citizens back to work. I 
mean we are doing things as pedestrian as training; welders, be- 
cause that is what we need in Louisiana. So that is the kind of 
thing we will do. 

On another channel we are going to do lifelong leaminc^ on how- 
to sort of thinfi^, because as you mentioned before, people like to 
cook and do all sorts of things in our States. So that is not only 
a learning eiq)erience but an entertainment experience. The fourth 
channel 1 think is very important. I am a political reporter and. 
Congressman, you and I go back a long way, and I thmk it is vi- 
tally important that we, and I can speak only now for my State, 
use one of those channels to put on public hearings, to put on the 
Louisiana legislature, to put on debates, to put on all of the vital 
business of public affairs and democracy. 

And we intend to do that with one of our channels. Right now 
we are doing an experiment. We have it on cable, and they have 
only managed to give us 3 hours, begrudingly in some parts of the 
State. And we look forward to the digital environment with that. 

I guess the other thing I would say to you is I hear about 
overbuilt and I hear about overhead. We have parts of our State 
that we don't even have a signal. Bogalusa, they don't have public 
broadcasting, and there is a whole eastern part of Texas ana Lou- 
isiana we don't even have a signal. So in many cases I think that 
has been overstated. 

I do think that we do need to look together to what we might 
do in the future. And I just come back from an APTS board retiiBat 
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where we have talked about joining with our coUea^es and other 
public institutions to brine together the exciting things of univer- 
sities and museums and libraries. I serve on all the State planning 
boards for Louisiana where we talk about technology so that we 
can use this powerful medium of television to help accomplish all 
of these things. And we need to do that same thing on a national 
level. 

We need to be at the table when they are talking about wirinc^ 
the schools; I am in Louisiana. We need to be there at the national 
level. It is because — ^not because we are trying to have a little piece 
of the pie or anything but because we can bring so much to it. 
When we put our Web address on, the teachers know where to 
turn. So we are sort of an access where we merge these exciting 
visions of technology for the future. And we really, I think, can do 
tremendous things. 

To give you a concrete example, we are doing — ^we trained in the 
last 4 months 1,200 teachers m introductory Internet training. Is 
that what televisions station do? Not generally. But that is what 
public broadcasters do. So I guess I would say one final thing to 
you dbout public trust. I was in Lake Charles, Louisiana with the 
First Lady Alice Foster. She has a project where she is giving out 
a book to every 5-year-old in the State. It is called You Are Sun- 
shine. We probably couldn't get Jimmy Davis to sing a song. But 
anyway it is part of our ready to learn service, too. That is why 
I was were. And I had 53 little 5-year-olds in Calcasieu Parish, one 
fit)m every kindergarten and, you know, Alice was reading to them 
and everything. 

And I had them and, oh, a focus group, let me ask you a ques- 
tion. And I said, who do you like on television? Spontaneously they 
said, Arthur, Elmo, Cookie Monster. There was a disagreement, 
but they were all the people we know. I mean this was sponta- 
neous, unrehearsed, no spin, no media manipulation. Those 5-year- 
olds trust us. And it is our desire to fulfill that trust. 

So in the future, I hope as we build this trust for public broad- 
casting that is the kind of thing we hold on to, focus on our mis- 
sion, because I think we are not doing enough. And we need your 
help, thank you. 

[The prepared statement of Beth Courtney follows:] 

Prepared Statement of Beth CouRmEY, President and Chief Executive 
Officer, Louisiana Pubuc Broadcastino 

Good moniinjz, Mr. Chaiiman and members of the committee. Fm Beth Courtney, 
president and CEO of Louisiana Public Broadcasting. We operate six stations state- 
wide and an afSliated station in New Orleans, as well as more than 100 satellite 
receiver sites at high schools and technical colleges throufldiout Louisiana. I am also 
the vice-chairman of the Beard of Trustees of America's Public Television Stations. 
Thank you for the opportunity to testify on H.R. 4067 the Tublic Broadcasting Re- 
form Act of 1998". 

On behalf of APTS' member stations I want to thank Chairman Tauzin and Rank- 
ing Member Mark^y for introducing this bill. The i>ublic broadcasting community is 
anxious to work witii tiie committee on this legislation that will reautnorize the Cor- 
poratio n for Public Broadcasting and the Public Broadcasting Facilities Program 
(PTTP) and establish a new grant program to assist public broadcasting stations in 
their transition to digital broadcasting. 

In remarks to the FBS annual meeting in June, Chairman Tauzin stated that it 
was his intent that this bUl be the begiiminff vehicle for discussion with the public 
broadcasting community and that it would lay important groundworic for passage 
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of legislation early next oongreu. We view this hearing as another important step 
in that process and thank 1^ chairman for holding the Hearing. 

HJt. 4067, when enacted, will authorize three programs critical to the future of 
public television: 

The authorization of fiinds for l^e Cknrporation for Public Broadcasting is the cor- 
nerstone of public broadcasting revenue, rublic television supports l^e authorization 
level for the Corporation contained in this biU. 

Since 1968, the federal government has provided financial support to ^e public 
broadcasting sjrstem through an annual appropriation to CPB to local public tele- 
vision and radio stations for station operations and programming. These community 
service grants (CSGs) provide, on average, one sixth of ue revenue for a public tele- 
vision suition. This figure varies widel}r, however. Many small rural stations depend 
on federal support for 30 percent of their operating budgets. 

This federal support wul enable public broadcasting to continue to serve our na- 
tion's citizens ana maintain its core principles. These principles are: 

• noncommercial character with an educational mission, 

• creation and delivery of programming of unequaled quality and excellence, 

• editorial integrity and independence, 

• PTVs adaptation of new technologies to educational and public service purposes, 

• universal access to our services, and 

• local ownership, control and focus of public television stations. 

The second critical element to the future of public broadcasting in this bill is the 
digital transition authorization. Public television thanks the sponsors of the legisla- 
tion for the inclusion of language to authorize a grant program to assist public 
broadcast stations in the transition to digital broadcast technology. 

Con^press has mandated the conversion to dieital and the Federal Communications 
Commission has set a deadline of 2003 for puolic television stations to broadcast in 
the dimtal format. Distal technolo^ is not a firill; if s a technological imperative. 
Since me FCC is reouiring all television stations to convert to digiud programming 
by 2003, i>ublic broaacasters are obliged to make unprecedented investments in new 
transmission and production equipment. 

Public broadcasters estimate that the costs to convert public radio and television 
to digital technology will be $1.7 billion. Unlike commercial broadcastere. public 
broaacasters are nonprofit or state and local government entities that rely on a 
grassroots funding structure. Public broadcasting's support comes firom a combina- 
non of federal and non-federal sources, including individual viewers and listeners, 
foundations and businesses, colleges and universities and state and local govern- 
ments. 

Because of their nonprofit status and grassroots funding; structure, stations are 
constrained in their ability to finance m^jor capital expenditures such as the digital 
investment. Unlike their commercial counterparts, public stations are unable to 
pass along their costs to their customers. Most public broadcast stations cannot take 
out capital loans, and many, bv law, must have balanced budgets on an annual 
basis and may not maintain cash reserves. Given these constraints, stations cannot 
use the typical mechanisms available to commercial entities to fund a mc^or capital 
expenditure. 

Public broadcasters simply will not be able to make the transition to dimtal with- 
out federal support Almost half of all public television licensees (86 of 177) will 
incur transition costs that exceed their prqjected annual revenues. 

A federal investment in public television's digital transition is critical to ensure 
that all citizens of the United States have access to public telecommunications serv- 
ices through dieital technolocy. As discussed in more detail below, the benefits to 
the public will Be immeasurable. Digital technology will enable public broadcasting 
to eomand and enhance its educational services and better reach those audiences 
who because of economic, geographic, physical, cultural or language barriers have 
been left behind by the commercial marxetplace. 

The third authorization provision contai ned within this biU is for the Public Tde- 
communications Facilities Program (PTFP). Consress has a long and significant his- 
tory in helping public broadcasting fund capital investments. TThe PTrP promun, 
housed at me National Telecommunications and Information Administration (NTIA) 
in the Department of Commerce, has helped flmd the equipment needs of pubUc 
radio and television stations for over 36 yeare. In addition, Mtween ld91 and 1993 
Congress authorized and appropriated funds for the Public Broadcasting Satellite 
Interconnection Fund that nmded the cost of our satellite and ^e necessary equip- 
ment at the local stations to receive the satdlite signal. 

Public broadcastere have always been leaden in making use of new techmdogiee 
for public service. We invented dosed captioning and descriptive video services and 
pioneered satellite delivery of broadcast television. Public oroadcastera once again 
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have a vision of what new technology can deliver. We look forward to developing 
further applications of new te chnology to educate and enliditen all Americans. 

It is our hope that PTFP will continue to assist puUic broadcasters with their 
equipment needs. While the migorily of Ihe federa l funding for Ihe digital transition 
would come through CPB, we believe the PTFP program should supplement the 
CPB digital funding and provide dudtal grants to meet the needs of rural or hard- 
ship sole-service stations. There will be a period of at least three years whe n sto- 
tions will have to maintain both an analog and a digital broadcast Some PTFP 
funds will also be necessary during the transition from analog to digital to meet the 
continuing analog equipment needs of public televisio n and n aio stations. 

The authorization of both CPB distal grants and PTFP grants, if appropriated 
at the levels authorized, would provide the federal cornerstone upon which public 
broadcasters would work to raise the balance of roughlv $1 billion needed for the 
digital conversion. A commitment of federal funds would provide the critical seed 
money so important in stations' efforts to secure grants from state and local govern- 
ments, to launch capital campaigns in their communities and to attract foundation 
and underwriter support. 

The combination of these three essential grant programs will assist public broad- 
casting in continuing its public service mission in the digital age. 

Community Service Leadership 

With federal support, public broadcasting will provide the following services 
throufi^ these new digital technologies: 

• Multicasting will enable public broadcasting to extend Ihe reach of its educational 

services by enabling stations to broadcast four or more separate, but simulta- 
neous, program streams. Potential channels might include: a preschool Ready 
to Learn service; K-12 instructional programming; GED and college credit tele- 
courses; workforce training: local public affaire: or popular how-to shows. 

• The DTV signal will give public television the ability to transmit computer infor- 

mation and data over-tne-air, providing ano^er powerftil tool for public tele- 
vision stations to expand their educational missions. Stations will have the ca- 
pacity to deliver course-related materials to teachera and students, prog^ram 
guide information, and selected portions of the World Wide Web over-tne-air to 
homes and schools. End usera will be able to download this information instan- 
taneously, using a television set converter, computer or a digital television re- 
ceiver. 

• High Definition Television (HDTV) will significantly enhance the beauty and de- 

tail of public broadcasting's signature programming in science and nature, per- 
forming arts, science, drama and travel. 
In addition to these new services, many of our current services can be enhanced 
in the digital age: 

Serving Children 

Our educational programming remains l^e first choice of children, parents and 
teachera. Research proves that children raised on Sesame Street and other pid>lic 
television programs perform better in school. Public television's Ready to Learn 
project is centered around a daytime block of children's programming. Local stations 
nave expanded the value of these programs by providing outreach services to chil- 
dren and Iheir parents and caregivera to help mem use public television as an effec- 
tive learning tool. Over 450 workshops for parents ana caregivera, benefiting over 
70,000 childSren, have been sponsored by local stations. 

Serving the Local Economy 

GED ON TV is an excellent example of what public television does best Produced 
by the Kentudqr Networic and currently offered by 54 percent of public television 
stations, GED ON TV has enabled nearly two million adults to aoqu&e a hi|^ school 
equivalency certificate. Recent figures finm Ihe Bureau of Labor Statistics indicate 
that citizens with a hi|^ school diploma or equivalency contribute $4d80 more per 
year to their state's economy than ao hish school dropouts. That* s almost $10 bilfion 
added to our nation's economy annually. Multiply that by Ihe 30 or more yeara 
American's spend in Ihe workforce. 

Bringing the World into Schools 

Electronic field trips, produced bv Kentucky Education Television have allowed an 
average of 550 classrooms across the state to visit Mammoth Cave, a woridnff horse 
{arm, a newspaper and an undcorground Kentucky coal mine. Other electronic field 
tr^M, produced by public television, have taken students to such exdting locales as 
the South Pde and Colonial IK^lliamsburg. 
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Serving Woriting Adults 

Two thousand colleges and universities are using public television's Adult Learn- 
ing Service (ALS). In the last 16 years, over 3.6 million adults have participated in 
public television's ALS. In addition, local public television stations provide over 
400,000 tuition-paying students a chance to earn a college degree through television 
each year. These are generaUy older students who live off campus, are employed 
and have family responsibilities. Public television helps them move ahead by mak- 
inga college degree accessible. 

These are but of few examples of how digftal capability wiU enable public broad- 
casting to reach its fullpublic service potential. 

Chmmiaaion for the Future of Public Broadcaeting. We applaud Chairman Tauzin 
for his vision of providing for a long term, stable source of funding for public broad- 
castii^ that replaces our current process of annual appropriations. In a document 
entitled The Road to Self SufiGLdency'' presented in 1995 to the 104th Congress, 
APTS, with PBS and NPR, urged congress to establish and capitalize a Public 
Broadcastii)^ Trust Fund. Adequately capitalized, such a Fundj coiud generate reve- 
nue sufficient to support continued operations of public television stations, with the 
goal of eventually replacing annual appropriations. 

Public television stations support the establishment of a Commission to analyze 
how such a fund could be structured and capitalized and how public broadcasting's 
use of new techndosies, including digital, can be supported. These issues are critiod 
to the future of public broadcasnng. They are also difficult and complex. To even 
beg^ to tadde we range of issues proposed for the Commission and formulate 
workable recommendations, the Commission wiU need a basic understanding of how 
current public broadcast stations deliver services to the American public. 

To facilitate more efficient and fuUy informed deliberations, we urge the Commit- 
tee to include on llie Commission one member appointed by the public television 
stations. A station appointed member on the Commission can educate the Commis- 
sion about public broadcasting, can ensure that the Commission operates with real- 
istic assumptions about public broadcasting, and can facilitate communication with 
and acceptance of the Commission's recommendations among public television sta- 
tions. 

We are also concerned that the 120-day time period for the Commission to report 
to congress is too short given the complexity or the issues before the Commission. 
Tlie inability of the Gore Commission — ^which was tasked with a sinfi^e, rdativelv 
focussed issue— to submit a recommendation within its original eight-month dead- 
line is instructive. While we certainlv understand the committees desire to act 
ouickly, the 120-day deadline wiU make it very difficult, if not impossible, for the 
Commission to become fuUy educated on our issues^ to complete an^ neoessarv re- 
search, discuss and reach a consensus recommendation on the many issues outuned 
in the bill. 

Finally, we uise the Committee to include in the Commission's study two addi- 
tional concepts. First, as currently proposed, the bill repeatedly articulates ''provid- 
ing support for one station per market" as an objective of the study. We ask that 
the committee recognize as a corollary to that objective the need to preserve diverse 
educational services to the American public. Second, we urse the Commission to 
look carefiiUy at the need for diverse sources of funding for puBlic television. 

AmendmerUa to Public Telecommunications Provisions of the Communioations Act 
The biU as proposed would also put into affect immediately a series of changes to 
the Communications Act that will directly impact on the revenue available to public 
television stations. We hope to be able to woik with the committee to either modify 
thc«e provisions or refer them to the Commission for analysis and recommendations. 

Use of Business or Institutional Logograms 

The proposed modification of Section 399A of the Communications Act would have 
an immecuate and severe impact on the ability of public broadcast stations to gen- 
erate underwriting revenue. Underwriting revenue constitutes $291 million, 15 per- 
cent of public broadcasting's total revenue of nearly $2 billion. This funding source 
slightlv exceeds the federal government's contribution of 14 percent 

Limiting underwriting messages to merely identifyinff the sponsor of the pitigram 
would, as a practical matter, seriously erode this critical source of revenue for puUic 
broadcasting. Public broadcasters are losins potential underwriting dollars today- 
even under the current enhanced underwriting rules— because many underwriters 
find these rules too restrictive. The proposed restrictions would so severelv diminish 
the value of the underwriting announoemente that it would be extremely difficult 
to retain and attract underwritins support 

The proposed amendment would turn back the dock to pre- 1981 rules. In 1961, 
the FCC overturned prior restrictions on ''name only" donor acknowledgmieiitiL TIm 
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new rules permitted a station to use a corporate logo and other nonpromotional in- 
formation about the donor indudinjz location and identification of product lines. The 
FCC recofi^iized that ''substantial mnding for public broadcast programming is de- 
rived firom business" and that ''acknowledgment of those funds is proper and pos- 
sibly necessary to assure the continuation of such funding.** ^ 

In the Pubuc Broadcasting Act of 1981» Confi;ress codified the expanded imder- 
writinf rules devised by the FCC It specifically permitted public broadcasters to 
identiQr corporate underwriters by name, business location and logogram or slogan. 
Congress* intent was to "facilitate and encourage the efforts of public broadcast li- 
censees to seek and develop new sources of non-federal revenue which wiU be nec- 
essaiy for the long term support of the system as federal fundine is reduced.** ^ 

Orders issued bv ttie FCC since the 1981 Act have drawn the line between prohib- 
iting impermissible product promotion and advertising, while at the same time al- 
lowing for the development of this important source of non-federal funding. As Con- 
gress and the FCC envisioned, underwriting has become a critical component of 
public broadcasting's overall funding structure. To abruptly eliminate this source of 
revenue, without an immediate substitute, would jeoparoize public broadcasting^s 
service to the American public. To do so at this critical jimcture in public 
broadcastings history, when it faces the immediate and daunting challenge of con- 
verting to digital broadcast facilities, would be even more damaging to public broad- 
casting. 

We imderstand congressional intent to address the "creeping commercialization*' 
of public broadcasting. But we submit that turning the clock back to pre- 1981 un- 
derwriting rules is not the answer. Enforcement of the FCC*s established and care- 
fully drawn imderwriting rules will maintain the balance that Coneress in 1981 
originally intended — ^to encourage this important source of nonfederal mnding, while 
at the same time prohibit promotional messages on public broadcasting. 

Incentives for Voluntcuy Consolidation 

APTS and its member stations endorse the concept of creating incentives for con- 
solidation and collaboration aimed at achieving greater efficiencies of operations 
among our nation's public television stations. However, we question whether the 
proposed amendment may be premature given the objectives laid out for the Com- 
mission in the bill. 

The proposed legislation would task the Commission with analyzing and making 
recommendations regarding limiting operating assistance and digital support to one 
station per market. The proposed mcentive provision would appear to work as in- 
tended only if the federal support were limited to one grant per market. Adopting 
the incentive provision prior to the Commission's mil consideration and rec- 
ommendation may be premature and not likely to achieve the desired goal. Given 
the relationship between the Coinmission*s study and the incentive provisions, we 
urge the Committee to defer adoption of this provision and refer it to the Commis- 
sion for consideration. 

We are also concerned that the incentives, as drafted, encourage the relinquish- 
ment of spectrum reserved for noncommercial purposes. Under the proposed incen- 
tive provision, overlapping public broadcast stations that volimtarilv reduce to a sin- 
gle station under a smgle license may receive 150 percent of the funds provided to 
a single station. We are concerned that this provides incentives for stations to relin- 
quish noncommercial spectrum. We respectfully request that, if the incentive provi- 
sion is retained in the bill, the Committee consider reformulating the incentive to 
reward the efficient delivery of more public broadcasting services. Spedfically, we 
recommend that if two overlapping stations voluntarily agree to consolidate and op- 
erate two stations providing oiverse public broadcast services imder a single license 
and single operational structure, the single licensee should receive 150% of the 
amount that each station would receive if it operated independently. This formula- 
tion would encourage efficient operation, expanded public broadcast services, and 
preservation of noncommercial spectrum. 

Congressional Leadership 

Congress has made a ver^ wise investment in public broadcasting. You have 
helpea us improve millions of Americans lives every day. We hope that you will con- 
tinue this support in assisting the industry into the digital age. 



^Commission Polipy Concerning the Noncommercial Nature of Educational Broadcasting Sta- 
tions, 86 F.C.C. 2d 141 (1981). 

3 Pub. L. No. 97-35, section d99A & B, 95 Stat357, 730-31 (codified at 47 U.S.C. section 399 
a ft b (1988) 

>H.R. Rep! No. 97-82, 97th Cong. 1st Sess. (1981). 
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On behalf of the nation's public television stations, we look forward to working 
with you to ensure that we have the financial resources to continue to provide the 
American people free access to quality, noncommercial educational television. Thank 
vou for this opportunity to present public television's views on H.R. 4067. I would 
be pleased to answer any questions. 

Mr. Tauzin. Thank you, Beth, you notice I let you go way over 
time. And there is a quick retort, you have to erase that blooper 
from the tax debate. 

Ms. Courtney. It is a deal. 

Mr. Tauzin. Mr. Price? 

STATEMENT OF MONROE E. PRICE 

Mr. Price. Thank you. It is great to be here, and I appreciate 
the opportunitv to testify before such a distin^shed committee 
and also to follow such a charming and knowledgeable commenta- 
tor as Beth Courtney. I don't represent segments of public broad- 
casting. If I represent anyone, it is the very small niche community 
of law professors who write about media law policies. 

I think that this bill represents something that is wonderful 
about this table. It is a new spirit of cooperation between the Con- 
gress and the leadership of the Congress and the American Public 
Broadcasting administration. And I think that is really something 
which was totally missing a few vears ago. And I think you have 
reestablished that and the team here has reestablished that. And 
I think that is really a wonderful thing. And I think it is rep- 
resented in the bill itself. 

In terms of— I was thinking as I was walking over here about the 
monuments on the Hill, the buildings that are named after Con- 
gressmen, the parks, et cetera, and the way this fund is like a 
monument. It is something that people have thought about and 
worked for for many years. If it can oe accomplished, it is a kind 
of a fiscal, it doesn't have the kind of marble facades, but it is kind 
of a fiscal monument, and I think that is great. 

The bill itself does, as you have said, three things, which I think 
are amazing to do together; stabilizing and depoliticizing the fund- 
ing of the public telecommunications function; taking steps dra- 
matically to improve the operation of the public television system 
and public broadcasting system; and third, in a way reducing ^e 
hypocrisv that exists in the operation of the commercial television 
system by substituting a tax or fee for the performance of weak, 
sometimes constitutionally suspect and ever vanishing public inter- 
est obligations. 

What I think the bill does is do all three things together; it is 
like Evers to Tinkers to Chance. The Congress tries to use the le- 
verage of the funding solution to achieve meaningful reform in tiie 
operation of the pubhc broadcasting system. And it does so simulta- 
neously with building a more independent commercial broadcasting 
system. So the idea that these thiee things work together is pretty 
amazing. 

I do have some comments that are in my draft, but I would like 
just to mention specific ones. One is that it seems to be that the 
commission's mandate could be somewhat broader. There is a focus 
on the overlap function, but I think that one of the things that the 
commission can do, and this follows on quality time and some of 
the other studies that have been done, is try to see the kmds of 
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marketplace pressures, not in terms of becoming more commercial, 
that have characterized the tremendous change in public service, 
public broadcasting around the world and commercial broadcasting 
enterprises in the United States. 

Every network, every medium has been totally transformed 
structurally to take advantage of the new technology. Public broad- 
casting has been shielded in terms of its structure. It was — ^it is 
still — ^and the bill to some extent does not necessarily move it way 
beyond the kind of structure it currently has. And I think that that 
is an important thing to do. 

Mr. Tauzin. If you don't mind, explain that just a bit more. 

Mr. Price. If you take, for example, sort of what has happened 
to the networks, the networks — ^at least ABC and NBC's decision 
to get involved in cable television, what is it that prevented public 
broadcasting from making the same kinds of innovations, what was 
it about their inward loolung nature, the idea of the particular sta- 
tions, the particular structure that said, we are not forced to de- 
velop new channels. In a certain sense must cany, which was es- 
sential for broadcasting, protected it from marketplace pressures. 

It didn't have to redefine itself because in a sense Congress said 
we are eoing to give you the cable slots. It seems to me the Ques- 
tion of how large scale enterprises are managed as to what kind 
of consolidation takes place is something that characterizes every 
multiple station ownership. We just have — ^I just read the idea that 
you should be able to reach 50 percent of the market, rather than 
35 percent of the market. That notion of scale as an element of 
adapting to new technology has to be reflected in the thinking 
about public broadcasting as well, and to some extent it is. 

I think that PBS and CPB have tried to work at that, amazingly, 
but it has been — ^it hasn't been able to — ^it has been somewhat im- 
munized from the kinds of pressures that have — and maybe that 
is good, but it has been immunized from some of the pressures that 
have affected public broadcasting. A couple of other smaller, maybe 
big points. One is on the ftinding provision. I have some questions 
about the pay or play aspects of the commercial replacement. 

I just quote Auction for Children's Television; 58F, Third, 654, 
which said. Judge Buckley said that the distinction drawn by Con- 
gress between two categories of broadcasters, and here the cat- 
egories would be those that buy their way out and those that don't 
buy their way out, bears no apparent relationship to the compelling 
government interest in the way that the law is intended to oper- 
ation. So if you take the Children's Television Act of 1990, broad- 
casters could buy their waj^ out by funding public service broad- 
casters to do children's television. 

That is probably okay. But the idea that a commercial broad- 
caster in Peoria can buy its way out of public interest obligations 
by funding something that may not occur in Peoria may have some 
problems, and I iust flag it. It is something that may require more 
careful findings by Congress and more careful analysis as a sort of 
basis for Congressional action. So that would be a second thing. 

The third and last point I will make is that I think that if you 
authorize the transfer of public service stations, noncommercial 
stations to commercial purposes, you add tremendous value to the 
asset, and that is an asset, a part of the asset that the Federal 
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Government should recapture. I think if the opening of environ- 
mental lands for oil drilling where the State or the Feaeral Govern- 
ment gets 90 percent of the proceeds by adding the value to open- 
ing it up, and I say that is more of the philosophy that if vou are 
goinR to allow these transfers, I am not sure you should, that you 
should think about that as added Federal value that should be re- 
captured as opposed to only the recapture of investment as a model 
for determining the contribution to the fund. 
[The prepared statement of Monroe E. Price follows:] 

Prepared Statement of Monroe E. Price, Cardozo Law School 

I appreciate matly the opportunity to testify before this distinguished Sub- 
committee on HJl. 4067, the Public Broadcasting Reform Act of 1998. This legisla- 
tive proposal is one of the most ambitious and important, I think, in the history of 
broadcasting. In one fell swoop, it seeks to deal witn three critical issues, issues that 
are usually treated separat^, but which, as this legislation dramatizes, benefit 
from being treated together. These are: 1) stabilizing and depolitidzinp^ the funding 
for the public telecommimications function in the United States; 2) taking steps dra- 
matically to improve the operation of the public teleconununications system; and 3) 
reducing the hypocrisy that exists in the operation of the commercial television ^- 
tem bv substituting a tax or fee for the performance of weak, sometimes constitu- 
tionally suspect and ever-vanishing public interest obligations. This is a great deal 
for one law, especially one so brie^ to seek to accomplish. I laud the Chair and the 
Ranking Democrat for the ambition and resolve that have gone into the bill as intro- 
duced. 

The bill is like a triple plajr— Evers to Tinkers to Chance. The Congress would 
use the leverage of a substantial funding solution to achieve meaningfm reform in 
the operation of the public broadcasting system. It would create a more independent 
commercial broadcasting mtem by extracting the funds from that sector to build 
the endowment necessaiy tor that leveragje. 

I am submittinff, as an appendix to this testimony, an essay I recently wrote for 
a book on Public Television m America, done for the Bertelsmann Foundation. Mv 
conclusion there reflects the ambition of the proposed legislation: for public broao- 
casting to flourish, for new technologies to provide opportunities for substantial 
fiTowth^ it is necessarv to transform public broadcasters. The legislation recognizes 
that without so complicated a set of tradeoffs, the current mechanism and system 
wiU merely protect the existing players and not promote the goal of public broad- 
casting whidi consists of enriwing American soael^. In a wond in wnich there is 
intense reorganization so as to maximize the potential gains from technology shifts, 
the greatest danger to public broadcasting could be its structural inability to react 
adequately to opportunities provided. 

Public broadcasting has largely been shielded from the vast changes in the mar- 
ketplace, and not always for the good. There is no PBS equivalent of the Disney ac- 
quisition of ABC or the Time Warner merger with Turner. The point here is not 
to favor media concentration, but to argue that structural changes in the conuner- 
dal sector have been necessaiy to cope with the challenges of tne new technologv. 
Most of the conunerdal networks have developed cable television ^annels. Pumic 
broadcasting has not been required to develop similar products. It has maintained 
its niche in a time of economic, political and cultural assault Given all the political 
turmoil that public television has faced, maintaining and slightiy improving the sta- 
tus quo is more than could have been expected. 

I think the main thrust of the propoMd legislation is wise: the leverage of more 
secure funding is used to subject the public broadcasting systems to the challenges 
of reorganization. What that reorganization should be is another question: in some 
cases it mifl^t result in subjecting some existing licensees, or, put differentiy, it 
might result in giving existing licensees more options to convert their license to a 
di&rent kind or asset. Overall, it may lead to a new kind of governance, a new ca- 
pacity to engage in global strategies, as well as a more secure fiuiding base. That 
is why the legislation you propose is so welcome. 

I have, however, a few oonmients on the bill. 
1. Scope of Restructuring Altemativea. I think the bill limits, too much, the options 
open to the Conunission for reform. The focus is on a one-to-a-market solution 
as a means of redeploying federal resources and reducing oveiiap. The Commis- 
sion should examine whether a one-to-a-maiket approaoi makes sense in some 
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markets, but that should be only part of its inquiiy. I would propose language 

somewhat like the following to enlarge the scope of Commission inquiry: 

7%€ Commiaaion shall conduct a study to identih and analyze various options for 

fictions to provide a restructuring of the public oroadoasting system to more effi' 

ciently ana effectively take advanUige of the needs and opportunities presented bv a 

changed technological environment. Such survey shall include, but not be limited to: 

a) examining ways of reducing unnecessary overlap including the limitation, in 
some markets, of financing to the equivalent of one television per market; 

b) examining new ownership patterns for noncommercial licensees; 

c) encouraging, where expropriate, the reduction or elimination of simultaneous 
broadcasting of identical programming and unnecessarily duplicative broad- 
casting; 

d) examining conditions in which a noncommercial Uoense might be transferred 
either to another noncommerdal licensee or to a commercial licensee including 
conditions that might be imposed on the proceeds of such transfars; and 

e) examining such other altematives that the Commission consider desirable to 
achieve the most effective, efficient fulfiUment of a public telecommunications 
system in the United States to carry out its noncommercial mission, 

2. Funding the '^Endowment" I would amend Section 4 to study other sources of 

funds for an endowment, including a transfer tax for broadcasting licenses, a 
tax on spectrum or a tax on the public offerinss of broadcast properties. There 
should be the leeway to consider the long-pnmered proposal of rienry Geller, 
who has been a londy voice for obtaining mnds from commerdal broadcasters 
to fund public teleconununications in lieu of public interest obliffations. 

3. Pay or Play, I would insert the word "spednc" before the wora "obligations" in 

Section 4. The biU does not make it dear whether the fee would be in lieu of 
some or all of 3uch public interest obligations. The Commission should have the 
opportunity to consider which of these altematives is the appropriate one. 
I also believe it is important for the Subcommittee, as it contemplates the possibil- 
i^ of trading off public interest obligations for contributions to a Fund, to be sen- 
sitive to the continuing pressure to reduce such public interest obligations. It would 
be a Pynhic victory if the Fund existed in an environment in which there was inad- 
equate incentive for the commercial broadcasters to participate. 

Proceeds from the transfer of licenses. I think more options should be given to the 
Commission to consider recommendations as to the proceeds from the transfer of 
what are now non-commercial licenses. If the Congress authorizes the recharacter- 
ization of educational licenses, thereby adding substantially to their market value, 
some portion of that value can be captured for the endowment fund. If proceeds re- 
main with the current licensees, it snould be limited to public telecommunications 



4. TTie restructuring of the Corporation fir Public Broadcasting, One element of the 
proposed legislation seems to me the refining and strengthening of a national 
stratesdc role and institution to perform that role. Here, I can do no better than 
cniote Eli Evans, the President of the Reason Foimdation and a veteran of the 
Camcnie Commission and all that has followed. In QUALTTY TIME?, the Twen- 
tieth Century Fund Report on Public Television, he wrote that "A new public 
telecommunications entity should be established, which might be called a Na- 
tional Endowment for Public Telecommunications ... It must bo visible, pres- 
tigious, elevated as a public-private partner^p, entrusted with the destiny of 
the system, and able to take the long view oeyond the self-interest of sta- 
tions . . . Rather than g^radually making a transition firom the present structure, 
it is time to cut ties with the past and l>egin anew." 
I appreciate the opportunity to present my views and urge the Subcommittee to 

move rorward with this important legislation. 

Mr. Tauzin. Thank you very much. 

Again, let me thank you all. It was very interesting comments, 
and I will come back to you in just a while. But the ranking minor- 
ity member has arrived, and I know he is still hurting from that 
Red Soz loss. But I just want to go to him first and make a state- 
ment and we will get Q and As. My good friend, Mr. Markey, from 
Massachusetts. 

Mr. Markey. I was ffoing to watch the Yankees every day this 
week. I had nothing else to do. The Judiciary Committee is the 
only activity. I needed some counterprogramming on my television, 



Digitized by 



Google 



32 

and the same way you have counterprogrammed this to the Judici- 
ary Committee hearing this morning. And as usual PBS has pro- 
vided good solid, alternative programming to mainstream media is 
covering right down the corridor. 

I want to commend you for this hearing, and I am quite honored 
to have joined you in cosponsoring the Public Broadcasting and Re- 
form Act of 1998. I believe this legislation underscores the biparti- 
san support that public broadcasting enjoys throughout America. In 
short, the legislation authorizes increased funding for the CPB at 
$475 million a year. In addition, the bill also authorizes an addi- 
tional boost in funding to assist in converting public broadcasting 
stations to digital technology at $475 million over a 5-year period. 

This additional money for digital conversion is vitally important 
as the Federal Communications Commission has set a deadline of 
2003 for public broadcasting stations to go digital. It would be my 
hope that we can begin to provide additional money for digital tech- 
nology as soon as possible, because the public stations are under 
a deadline to go digital and must do so without the financial re- 
sources available to them that are available to commercial stations. 

In addition, the bill provides, contains provisions that will miti- 
gate against the creeping commercialism that we have seen from 
some public broadcasting entities in recent years by restricting the 
method by which stations acknowledge corporate underwriting and 
limitine such messages to 10 seconds in duration. 

The bill also creates a special blue ribbon panel to explore and 
analyze in detail various proposals for long-term funding and fur- 
ther reform of the public broadcast system. I believe that the legis- 
lation reinforces the firm commitment in Congress to providing an 
electronic oasis for learning and information in what has been 
called the vast wasteland in commercial television. Telecommuni- 
cations technology can only empower those who can obtain it or 
those who can arford to get it. 

At a cost of just over $1 per year per person, what parents and 
kids get from public TV ana public radio is an incredible bargain. 
To me the question is not can we afford it, but rather can we anord 
to lose it? The Tauzin-Markey bill articulates our view that public 
broadcasting must continue to be financially supported and that 
the system should be reformed to reinforce its noncommercial mis- 
sion and that long-term funding mechanisms and further reform 
ought to be explored by a special panel that recommends further 
proposals to Congress to safeguard this national treasure. 

Again I want to thank you, Mr. Chairman, for your hard work 
and the attention that you have brought to this issue. And I really 
look forward to working with you in the coming months toward the 
goal of constructing national legislation in this area. 

Mr. Tauzin. I thank my friend and pledge to him our continued 
cooperative work. As I said when we opened the session, Mr. Mar- 
key, we are going to put this on a high burner for early in the next 
Congress, and I need your help to m&e sure that we get the entire 
committee lined up behind this. 

Let me recognize myself for a round of questions first, and let me 

foa on the educational aspects because it is an interesting area 

I move both public television and radio into a digital era. As 
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you pointed out, Beth, it is really not just a problem, it is a huge 
opportunity 

Ms. Courtney. Ri^ht. 

Mr. Tauzin. [continuing] to do some things. And what we are 
sensing in the marketplace is technologies converge and as compa- 
nies that perform communications services merge and consolidate 
in order to ofTer more integrated systems to consumers, we are 
sensing that with television, the same thing may be true in regards 
to your enhanced digital television offering, Mr. Hollar, and that in 
regard to children it may offer opportunities that even computers 
today have trouble offering, because most kids still in America 
don't have computers at home, but thev do have television. They 
have television in school, television at home and the convergence 
and merger of computer and computer language to the television 
sort of opens up some awfully nice concepts, not only of learning 
in the school and learning in a libraiy, but transferring that learn- 
ing into the home with the right kmd of hardware-software mix 
and the right kind of program delivered by the right kind of people. 

Do you sense that same capacity, that same opportunity that 
some of us are sensing with the merger and the convergence of 
these technologies? If vou want to hit it real quick for me, Beth. 

Ms. Courtney. I will take a shot. Absolutely. We are spending 
more of our time these days in our new ventures looking at how 
we integrate the computer activity with the production of video. We 
are developing two classes that could be delivered through the sat- 
ellite education consortium, one on reading across the curriculum 
and the other one called environmental tackle box on environ- 
mental education. What we do is we do a video portion of it. You 
do the Internet Web sites. You do chat rooms with teachers. At the 
same time you are going-— we hope it will be able to imbed data on 
to our screen that we couldn't do previously. 

Mr. Tauzin. Here is what I am getting at though. I understand 
that public broadcasters are going to integrate with the Internet 
and with computer screens in the school. What I am asking is a 
reverse of that. Do you sense an opportunity to use television itself 
as the — as the tool, as the instrument, not the computer responded 
to or the television itself with appropriate forms of interactive digi- 
tal enhanced services as to how-— you sort of hinted at it— that 
could in fact also extend the learning process into the home where 
the child in Louisiana, for example, may not have a parent who 
knows how to read and write ''parlez vous francais," but neverthe- 
less in this new wx>rld of digital broadcasting, public broadcasters 
working with educational authorities may be able to reach kids in 
a way to help them with their homework, helping through a leam- 
inK experience at home. 

Is that part of the thinking and part of the new reform? 

Ms. Courtney. I think John sort of addressed what we have 
done. But I was chair of the education task force at PBS. That is 
what we spent a lot of time talkine[ about, just what you are say- 
ing, envisioning that, and I think tms is your plan. 

Mr. Tauzin. Answer that quick, John. 

Mr. Hollar. That is absolutely right, Mr. Chairman, and you 
have touched on the all the key elements. First of all, it is univer- 
sal. This is available to eveiyone. It doesn't require an Internet 
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connection, it doesn't require a computer, it is pervasive and it is 
everywhere. Second, as Beth pointed out, at a minimum in the digi- 
tal program, public television broadcasters can be multichanneled. 
They can have a channel devoted to adult learning 24 hours a day. 
We can have a channel devoted to children, especially preschoolers, 
24 hours a day. Local stations can have a channel devoted to teach- 
er training 24 hours a day. So a varie^ of services. 

Mr. Tauzin. And you can deliver it in different ways. You can de- 
liver it over there, you can deliver it through the cable systems. 
You can deliver it different ways. 

Mr. Price raises a question as we were forming the structure of 
public broadcasting, both radio and television, should we think 
about letting public broadcasters do what commercial broadcasters 
are doing and commercial telecommunications entities do, and that 
is restructure themselves around not only what they do, but how 
they deliver it and getting into these other entities. 

Is that a good idea or should we continue, as Mr. Price suggested 
may be a Rood idea, shelter them from those kind of structured 
pressures? Mr. Price? 

Mr. Price. I put the question in the same way but slightly dif- 
ferently, of course. These opportunities are here and different op- 
portunities have always been there. One question is what are the 
impediments in the current structure to naving them occur and 
how can those impediments, if any, be dealt with. 

Mr. Tauzin. Are the impediments there for good reason and 
should they be maintained or should we open the door to public 
broadcasting and getting into these areas the same way public 
broadcasting crept into commercial broadcast advertisements as a 
source of funding. 

In short, Mr. Price raises that question, should we let the public 
broadcast asset expand and grow and seek other revenues in alter- 
native forms and structures than in the traditional broadcast form? 
We haven't touched this. We have got to touch it. What do we do 
with regards to the capacity of this new spectrum to be used in 
other commercial applications and broadband data services per- 
haps, interactive services somewhere? 

Do we allow the public broadcast stations, both radio and tele- 
vision, to get into these other services? What about the spectrum 
fees we required in the 1996 act, do we waive those fees for public 
broadcasters so they can have that money and keep it without 
sending it back to the Federal Government? Do we allow public 
broadcasting to get into competition with these other forms of com- 
munications, or do we keep these impediments in place? 

A lot of questions there. Does anybody want to hit of any of 
them? 

Mr. COONROD. I seem to be the designated responder to impos- 
sible questions, Mr. Chairman. There are a couple of principles 
though that I think are important as we ask those questions, and 
the first one is the noncommercial nature of the medium that we 
are a part of. And it is entirely appropriate for not for profit insti- 
tutions, at least we can see many instances of that around the 
country, not for profit institutions, generating revenues from 
their— 4h)m their mission-related activities, because they provide 
valuable services in their communities. 
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So I think if we are thinking about it in those terms, there is a 
rich— 4here is a rich vein that we might mine. If we are thinking 
of it in sort of purely commercial terms, where the commercial ac- 
tivity could put one part of the operation in sort of conflict with an- 
other part of the public broadcast operation, then it becomes a 
much more difiicult question. 

But particularly in the area of education, there seem to be enor- 
mous opportunities that we can explore in ways that public broad- 
casting stations, national oraanizations, can provide veiy valuable 
services, services that schools and others now pay s^ood money for. 
And there are ways to do that within the spirit of the mission of 
public broadcasting and that is an area that we need to 

Mr. Tauzin. Let me stop you there. I want to yield to mv friend 
in just a second, but in the area of education, of course, education 
is generally provided in a public non-profit system right now. There 
is private for-profit education, but most of it is public for non-profit. 
So allowing you to integrate with and to in effect take part of that 
action, not as Beth says, just have a piece of the pie, but because 
you can bring so much to it and they can get a bigger bang for 
their buck from the education community perhaps through collabo- 
ration with you. In a sense that makes good sense. 

The question, though, is in terms of other commercial ventures, 
that may be possible with the public broadcast assets. There you 
are competing against traditionculy commercial ventures, and while 
it may be a nch vein, you will be, in effect, competing; with a public 
asset against a private company for those riches within the vein. 
And is that proper and should we even think about allowing you 
to do that as a way of enhancing the trust fund or enhancing your 
activity somewhere else. Anyone? 

Ms. Courtney. As long as all your activities ^o back into the 
mission that you are chartered to do, I mean, that is the traditional 
non-profit, but clearly that is what we do. If we sell a program-re- 
lated product on a cooking show, I take that money and put it right 
back into doing a teacher training program, so I think it is a fine 
line to split, and we really look at it as you are suggesting as we 
get additional testimony, but my commercial colleagues in our 
world have no problem with what we do if it is program related. 
If I started doing — ^analogy: If I started doine car commercials in 
my studio, they might have a problem, but if I am doing teacher 
guides along with another program and you charge the university, 
that is fine. 

Mr. Tauzin. We have to think where that line goes. Obviously 
you recall when there was some complaint by commercial broad- 
casters that public broadcasters were out there bidding against 
them for commercial available syndicated products, for example. 
You remember that conflict. 

Ms. Courtney. I do. 

Mr. Tauzin. I can sense it, if you will, in other areas if we are 
not careful. And I just ask you to think about it and to focus on 
it as we move forward. I am going to recognize my friend, Mr. Mar- 
key. 

Mr. Markey. Thank you, Mr. Chairman. I would like to speak 
about the commercialization of the Public Broadcasting System. We 
have to remember that it is meant to be a noncommercial and edu- 
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cational system. That is its essential mission and the job is to pro- 
vide quality programming on both TV and radio in a noncommer- 
cial environment and that is what generates the Public Broadcast- 
ing Systems' wide popular support and its appeal. It remains, as 
I said, an electronic oasis in a world which is increasingly beset by 
tremendous commercial pressures to lower standards across the 
board. 

I think that is one of the reasons why the public generally holds 
the media in such low regard these days. They sense the lowering 
of standards that they associate with high-quality programming. So 
if we look at this week's and last week's Jerry Springer, here's 
what we have at noontime. Over the last IV2 weeks, here are the 
programs you could have seen at noon here in Washington: strip- 
pers, home wreckers, rejected lovers, woman leaves her husband 
for his father, infidelity confessed, triangles — ^and I am not talking 
about geometry— infidelity, and threesomes. 

Mr. Tauzin. Sort of like DC. 

Mr. Markey. It is conveniently on the air opposite kids' songs 
and Reading Rainbow at the same time. Ana the schedule for 
WETA from 6 o'clock in the morning is Arthur, Sesame Street, Ar- 
thur, Barney, Teletubbies, Comfy Couch, Kid Song, Sesame Street, 
Mr. Rogers, Reading Rainbow, Windseys House, Theater Tugboat, 
Teletubbies, Nature, Antiques Road Show, Any Place Wild, Crafts, 
Creature, Wishbone, Arthur, Arthur, Barney and Friends, and then 
vou hit the business report at 6:30. And channel 22 has a similar 
kind of programming which people in this viewing area can also 
pick up. So clearly you provide a very powerful alternative set of 
programs which parents can turn to. 

And the issue is what is the path now that public broadcasting 
will take as the years go by with the pressure of commercialization. 
This Jerry Springer program couldnx have been on 15 years ago. 
Broadcast general managers would have said absolutely under no 
circumstance would a program like that ever appear. Now they bid 
against each other in local markets, bid against each other, and if 
they can't get it, they bid for another programming — ^another pro- 
gram that is as close to it as they can get. So either the old general 
managers have to get booted upstairs because they won't conform 
their views to this new marketplace or they change their views so 
they can keep their job. That is the world in which we live and that 
is luiown as commercial broadcast. 

So in the public broadcasting area in recent years, we have seen 
that many of the popular programs have corporate underwritins. 
Kellog^s Frosted Flakes and Chuck E. Cheese for Barney, Libbys 
Juicy Juice and the Gap for Arthur, and Discovery Zone Indoor 
Playgrounds recently for Sesame Street. 

In my view, many of these underwriting acknowledgments smack 
too much of regular TV advertising, yet the worst idea I have heard 
recently has been this notion, ana praise by a few stations, which 
is to run a commercial lineup on weekend nights. Commercial pub- 
lic television is an oxymoron, don't you think? Let's hear it from 
you, Mr. Hollar, Mr. Coonrod. Let's start down here and mayfoe you 
can give us a little discussion here. 

Mr. Coonrod. Public television is noncommercial educational tel- 
evision. That is why the public supports it. That is why for many 
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reasons certain corporations are willing to underwrite programs on 
public television, because it does have that noncommercial edu- 
cational nature. And that is something that I want to be associated 
with. It seems to me that that is a given. That is the basis for the 
licensing and that is the thing that people in the communities sup- 
port. So I agree with you completely. 

Mr. Markey. Mr. Hollar. 

Mr. Hollar. The testimony we submitted today underscores the 
point that Bob just made, that your bill absolutelv affirms, that you 
want public broadcasting to remain educational and noncommer- 
cial, and that is our commitment. 

I do want to sav you have placed your comments in an interest- 
ing context, which is the commercial environment generally. We 
are under increasing pressure to increase production budgets 
across the board and we have been working very hard over the last 
4 years to do that in a noncommercial way. The budget for national 
programming at PBS has increased from about 110 to about $165 
million over the past 4 years, all of which has come from non- 
commercial private sources. But be that as it may, $165 million a 
year for the kind of promunming that you just gave us an inven- 
tory of, even in the chilobi^n's space, is a very small budget indeed 
when you compare it to what commercial studios and commercial 
networks are now beginning to spend. It is no secret that Fox has 
just outbid PBS for the Magic School Bus and for Shining Time 
Station which features Thomas the Tank Engine. We would like to 
have that not be the case. We would like to have those programs 
remain on public television. So we are under substantial fiscal 
pressure to nnd resources to pay for programming. 

Now, I don't mean to suggest by way of response that that con- 
dones, as you in your phrase — creeping commercialism, or the look 
and feel more like a commercial network. I simply mean to sav that 
we are under— we are under some pressure to run 100 miles an 
hour in every appropriate direction to try to increase funding for 
the kinds of quality programing that we know that you want us to 
do. 

Mr. Markey. Mr. Tauzin and I have tried to be extremely gener- 
ous in the authorizations we are recommending for Public Broad- 
casting System so that you would have resources to be able to deal 
with those issues without having to resort to the kind of commer- 
cial activities that would change the personality of your networks. 
And if you are talking about coffee mugs or licensing fees on Bar- 
ney dolls, educational video sales, then that is fine; fine creative 
ways of doing that. But if you are talking about advertisements 
that make your station look a lot like the Fox network as a way 
of holding on to the programming which could be bid over to Fox, 
then that is not what we intend the Public Broadcasting System 
to be. In fact, we had to pass laws here that mandated that Fox 
and the other networks have any children television programming 
at all. 

So to a certain extent as they fill up their 3 hours per week, per 
week, per week, remember that, we are talking about 10 hours per 
da^ here. You are talking 60 to 70 hours that you have today for 
children's television. So if you lose 1 hour or V2 hour, it should not 
be so significant a hit upon you that it causes us to want to change 
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completely the commercial restrictions which we have historically 
had on. The bill limits underwriting to 10 seconds and a simple dis- 
closure of who is supporting; the program with funding. 

You support that restriction, Mr. Hollar? 

Mr. Hollar. The bill, as I understand it, has an index that 
would tie these sorts of restrictions to the amount of money that 
is available in the trust fund or from other sources of funding, 
which seems to get to the problem that we have been discussing 
here: Where do the resources come from to begin to replace funding 
levels from other sources? 

My colleague, Beth Courtney from Louisiana, said in her testi- 
mony that that kind of restriction does create — ^it takes us back 15 
or 20 years almost, to a different era of funding for public broad- 
casting when there were essentially three commercial networks 
and PbS. So I think the question really is this balancing that you 
have attempted to structure in the bill between the provision of re- 
sources for the things that we thought you want us to do on Uie 
one hand and income from other sources on the other. 

Mr. Markey. But again, the reason that we are taking you back- 
wards is we don't like what we are seeing. We don't like Chuck E. 
Cheese. We don't like this other stuff. We don't like Saturday night 
turning into a regular broadcast night that looks identical to com- 
mercial TV. That is exactly what we are doing and we are tvmg 
it to this higher funding level. We are trying to do our best here 
to help. 

So you would not support, is that correct, Mr. Hollar, a 10 per- 
cent limitation? 

Mr. Hollar. All I am saying; is this balance the bill attempts to 
strike between resources coming from areas other than program 
underwriting and resources that come from profi[ram underwriting 
itself is not— it is not the kind of black ana white approach that 
normally gets put forth in this kind of context, and l think tjiat 
that is a useful way— we think that is a useful way to go about 
thinking about the tradeoffs and 

Mr. Markey. You wouldn't support a 10 percent restriction, Mr. 
Hollar? 

Mr. Hollar. I am sorry? 

Mr. Markey. You would not support a 10-second restriction? You 
would support a 10-second restriction? 

Mr. Hollar. I have said the 10-second restriction in the context 
of this shifting of resources is an appropriate way 

Mr. Markey. Do you agree with that, Mr. Coonrod? 

Mr. Coonrod. Yes. 

Mr. Price. I wanted to say it is interesting, this question of the 
relationship of advertising to public service television is really a 
global one and it is being dealt with in many different ways in 
many different countries. It seems to me it would be very good— 
perhaps the committee is aware of many of these alternatives, but 
1 have noticed, for example, the line that you would draw between 
underwriting support and identification and children's program- 
ming and other lands of programs is one that is drawn in other 
countries so that you might have a different rule for the Bamqfs 
and the Arthurs than for other kinds of programming. There are 
countries that have time limitations and time parts on underwrit- 
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ing. There are the complex relationships, for example, in Channel 
4 in the U.K where there is aggressive and credibly interesting 
public broadcasting that is coupled in some complex way with ad- 
vertising. 

So it seems to me that the point that I think was made, that 
there are efforts by PBS to look at the guidelines on advertising 
and other ways of looking at this, might be wise in the Commission 
as a prelude to deciding do we adopt the 81 approach or do we 
adopt the more complex approach. Tnat is the only thing I would 
say. 

So there is a lot of learning about this in other parts of the world 
that miffht be of interest, ana you may know about them. 

Mr. Markey. Ms. Courtney? 

Ms. Courtney. I, of course, come from the very conservative side 
of the public broadcasting family where we have veiy conservative 
guidelines. So personally, I don't have any problem. I would tell 
you in the greater family of public broadcasting, my colleagues that 
are running more enhanced underwriting don t do it because they 
want to or want to be commercial broadcasters; it is quite simply 
they don't have enough resources to do what they need to do. So 
if we have sufficient grounding that allows us to hold to our mis- 
sion, I think we are in general in support of it. The problem comes 
how does that funding then p^et distributed around the country, too, 
and that is an additional thing and that is for Mr. Coonrod to look 
at it. As it goes to CPB, how does it go back out again. So it is a 
very complex thing as the whole Commission looks at it. 

I would say to you, as you say, the veiy nature that we have is 
noncommercial broadcasting, and I think that is very important for 
us to hold on to that mission that makes us unique. On the other 
hand, I guess the tradeoff is would vou like 17 weeks of a pledge 
drive. That is kind of— in my part of the world, we don't have — ^we 
have one Fortune 500 company, so I don't have lots of underwriting 
floating out there, so that is not part of our strategy. But I think 
as we look at the overall funding, if you have enough resources, 
you clearly don't want to do that. But I don't think we have ex- 
plored iust in enforcing the FCC guidelines that we have right now. 

Mr. Markey. Let me ask you this, Ms. Courtney. If we give you 
the funding level that is in this bill, is that sufficient in order to 
be able to then exact a pledge of keeping the underwriting state- 
ments to 10 seconds? 

Ms. Courtney. I think we should — ^it is fine with me. I would 
say what we should look at is not — ^is a complex examination of 
what do the American people think. Is it 10 seconds or is it doing 
a commercial they see on Fox? Is it the content of it rather than 
the length of it? I think it should be short in length, but I would 
just say to vou as a conversation, 10, 16 — ^I think when you get to 
a 30-second commercial, you are obviously in a commercial com- 
mercial. But I think when we examine this, we should look at what 
constitutes commercialism and what is appropriate. 

Mr. Markey. If we give you the money, the $475 million for the 
digital conversion as well, isn't it possible for you to use one of the 
chiainels for all your 17 hours a week of commercial — of fund-rais- 
ing? Can't you multiplex, in other words, so you are doing your 
fund-raising? Is that possible? You didn't mention that, but isn't 
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that really one of the alternatives that you could provide, and you 

could keep saying as you are running the 

Ms. Courtney. Right. So one commercial-free total- 



Mr. Markey. Right. And you are raising money over there full- 
time. Couldn't you do that? 

Ms. Courtney. That is possible. You think anybody would tune 
in? 

Mr. Markey. Well, if you kept telling people they had a moral 
responsibility to pay them back for snowing Frank, Dino, and 
Sammy over he ro 

Ms. Courtney. Strategy we could tiy. Sure. 

Mr. Coonrod. If I mi^t, one other thing to consider is some sort 
of scale support from CPB. In other words, for stations that accept- 
ed a — ^assuming that the revenues were adequate, stations that ac- 
cepted a 10-second guideline would receive a greater percentage of 
support from CPB than stations that didn't. Some wav to build 
some incentive. It may be things like that that we could look at. 

Mr. Jablow. Could I put in two cents for public radio if I may? 

Mr. Price. You only have 10 seconds, though. 

Mr. Jablow. Which is fine also. The line we draw between our- 
selves, our commercial counterparts, is very, very thick. We want 
to keep it that way. We are delivering information programming 
and culturally enriching programming to an audience. We are not 
in the business of delivering numbers through advertisers. On tiie 
national level right now, we limit our underwriting spots to 10 sec- 
onds. On the local level, it is a little bit more variable. 

The key difference, I believe, if you look at nonconmiercial radio 
programming, is there are averages, an ad during an hour of 2 to 
3 minutes of underwriting. In the non-profit sector or the commer- 
cial broadcasting area, the average is 16 minutes of advertising per 
hour. It is a huge difference and we want to keep it that way. 

We want to maintain the fact that there is no interruption to our 
programming, there are no call to actions, that there are no call to 

1>urchases, but we need to consult with the stations to see on the 
ocal level what makes sense, because it is variable as we go 
around this countiy. 

Mr. Markey. Thank you, Mr. Chairman. I guess what I would 
say is we don't want any public broadcasting station to go oommer- 
ciaJ, and we don't want to create incentives for stations to say, all 
right, we don't need that 10-second limitation. Look at all the 
money we can raise over here if we have 30-second minute com- 
mercials that are just completely— of course, they will have aU 
kinds of people saying that is great. I would love to get around that 
little restriction. 

So the objective which we have, of course, is to not let anvone 
out. If you are taking this money in any manner, shape, ortorm, 
you are a public broadcasting station. And if you don't want to be 
a public broadcasting station, you should all quit your jobs and go 
over and work for the local commercial TV station. We are looking 
for people who are willing to work within that context. 

So the intent of the bul really is that balance. We will give you 
the money to maintain your independence and then you, in turn, 
have to turn to your association. And I am sorry for the rcust of you, 
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but this is the condition that we have got to sign onto if we want 
this unusually high level of support. 

Thank you, Mr. Chairman. 

Mr. Tauzin. Thank vou veiy much. Let me ask vou a question 
quickly and maybe highlight some of what my friend's and my con- 
cerns are when it comes to commercial broadcasting. Could I buy 
a logomun? Could I, in effect, underwrite a public oroadcast seg- 
ment: Billy Tauzin for Congress? Is that prohibitive? Are we going 
to go there? 

Mr. COONROD. Prohibitive. 

Mr. Tauzin. Is it prohibitive? 

Ms. Courtney. It is. Are you running? 

Mr. Tauzin. The point I am making is we have already defined 
some limits, and what Ed and I are talking about is perhaps rede- 
fining those limits so we don't take it places it shouldn't go. And 
I think that is the message I hope everyone hears today. 

Let me mention, however, so thatr— we admit to the hypocrisy 
here, that I think it is a bit hypocritical of Congress to constantly 
say to public broadcasters, go raise your money somewhere else, 
that we are not going to give it to you, and complain because you 
raise it from people that are willing to give it to you on the condi- 
tion that you mentioned, some kind of logogram, advertisement. 

And so it is incumbent that that balance, that Mr. Hollar said, 
be there. That is why we have an index in the plan. Mr. Markey 
and I, we envision in effect a quid pro quo, that we will extract 
firom the commercial broadcast community this commitment to re- 
main special and unique and identifiable as a commercial in an 
educational structure as opposed to a commercial structure, in turn 
for providing ways and means to incentivize with dollars the oper- 
ations of the system without the necessity of turning there. The 
same is true in terms of competing for programs that otherwise 
might migrate to commercial broadcasting. 

Let me make that point, Mr. Hollar. If you do such a good lob 
with the program that has such great audience attention to it that 
it becomes virtually viable, I see nothing wrong with that program 
migrating over to the commercial side. You can go out and invest 
ana invent something new that has value in the public broadcast 
side that children ana adults will feel they can't get from commer- 
cially viable television and radio again. That ougnt to be the proc- 
ess. 

See, I am as much offended by the notion of public commercial 
broadcast as I am with commercial public broadcast. Both of them 
offend me. And yet in Washington, we have created this hypo- 
critical o^^moron set. On the one hand, we tell commercial broad- 
casters we want them to perform some of these public functions be- 
cause they have a public interest in tsddng this spectrum. We 
haven't fi^^ured out any other way to satisfy that puolic interest. 
The bill hmts at a different way here. On the other hand, we have 
said we are not going to give you the money you need to carry out 
your function so you better go commercial, but we don't like that. 

There is a set of oxymorons here that I think the bill hints at 
maybe we can, as Mr. Frice said, in a veiy synergistic way, resolve 
simultaneously if we have the will and the political courage here 
to do it, and I hope we do. 
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Let me get out a cou^e of specific questions. Mr. Jablow, you 
mentioned there is a dinerence in consolidating public radio sta- 
tions as opposed to consolidating public television stations. Elabo- 
rate. What IS the difference? 

Mr. Jablow. Well, as an example in a particular market, you 
might have 

Mr. Tauzin. I need to hear you a little bit. Thank you. Is the but- 
ton on? There you go. A radio man should know those kinds of 
things. 

Mr. Jablow. So true, Mr. Tauzin. I have always pulled it toward 
me. 

In a public radio market, you might have multiple formats. You 
might have a jazz station, a classical station, a news talk station, 
all serving different segments of the population. There is not nec- 
essarily one program service that they all provide at the same 
time. In fact, you see this in the city if you listen to NPR's All 
Things Considered, which is played one time on a particular sta- 
tion and another time on the other station. So the consolidation is 
much more complex because of the difference— different audiences 
we serve and the different formats we provide. It is not a similar 
model to that of public television. 

Mr. Tauzin. Any of the television reps want to suggest that it is 
veiy different or it is not? Ms. Cotirtney or Mr. Price? 

Mr. FItlCE. I am not from the segment but I don't think it is dif- 
ferent. I think that there, in fact, it is great where you have dif- 
ferentiated public television stations. In New York there is a chan- 
nel that is operated by the school district, and that is veiy different 
from the channel that is operated by the main public television 
service. And that is great; that is the way it should be. 

Ms. Courtney. Certainly I would suggest it is the same. We 
should differentiate. Sometimes you see some of the same programs 
because, frankly, I was in radio early in my career. It is more ex- 
pensive to do TV than radio and so you have to use some of the 
same programs eveiy now and then. But the whole concept of doing 
alternative services is exactly the same thing in television. Two 
stations in New Orleans, they were tiying to co-locate, sharing the 
transmitter room and everything. 

Mr. Tauzin. Why can't you ofo that in radio? It seems to me if 
television, which is more expensive to produce, could co-locate or 
even consolidate and do multitasking, wny can't radio do the same 
thing and yet satisfy the needs of various program audiences the 
same way? 

Mr. Jablow. Radio can do some of that, but the msgority of radio 
programing is localized and the local services that are provided to 
that audience are key, and that is what is most sustainable to the 
community. 

Mr. Tauzin. Let's talk about that. I am going to quote Michael 
Eisner. He has raised some real hackles among TV station affili- 
ates lately. He is in Com Daily today. He has gone on a number 
of shows like ^oda/* and ''Good Morning America." He is promot- 
ing his autobiography. Work in Progress. 

And what is changing so much for the stations are his remarks 
on the Charlie Rose Show on PBS that ABC TV might not need its 
affiliates. Here is a quote: ''When you project yourself 5 years out 
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and you have a digital broadcast spectrum where you can multiplex 
and time shift, you could do a soap opera at ABC-2 so that people 
who are not home during the day can see 'All My Childi^n' in 
prime time." 

He is envisioning a digital world where the affiliates are no 
longer necessary, with multiplexing, ABC theoretically could pro- 
vide all sorts of new forms by which people could watch Jerry 
Springer even at night, if that is really what they want to do, as 
opposed to using the affiliate stations to deliver these svstems. 

Now, here is the toss question for you. Is public broadcasting 
similarly going to face in the future pressures to do away with local 
stations and local production and go to some sort of digital master 
delivery system, or is the fact that commercial stations are even 
thinking about doing that a reason for us to focus veiy diligently 
upon the local aspects of public broadcasting, particularly as you 
point out, Mr. Jablow, in radio? It is your softball. Hit it back to 
me. 

Mr. Jablow. You did provide us a softball. I am happy to swat 
it for you. It is definitely the latter. What makes us special is our 
ties to the local community, and it is the blend of the local informa- 
tion, the local music, the local community outreach with the na- 
tional program service. Without that, I think we are lost, and that 
is what sets us apart. 

Mr. Tauzin. Or you are going to face pressure not to do that. If 
we don't provide public funding in a stable trust fund context, 
where less and less reliance is on the commercial world, if we don't 
do that, isn't it true that you are going to face increasing pressures 
to deliver the same program nationally through all the stations lo- 
cally rather than having a great local input in the stations? 

Mr. COONROD. Mr. Chairman, there are those pressures, and we 
can see them in instances around the country and in specific in- 
stances. But the challenge to us as people who tiy to manage this 
at a national level is to provide in a digital era the package pro- 
gram feeds that stations can tailor for their own local 

Mr. Tauzin. You are going to have some of that. Just as the affil- 
iate stations take national programming, the concept of the affiliate 
station relationship is essentially that. They all share in nationally 
distributed programming and have it but, nevertheless, have a sig- 
nificant local component that makes them special. That is one of 
the reasons we defend the affiliate station relationships, is what we 
experienced when we went to Peoria, Illinois, when the National 
Weather Bureau disrupted all the local news about where the tor- 
nados were located that weekend we were there, to give some 
standard national bulletin to watch out, there were tornadoes in 
the area. 

Let me say it again: The local stations were giving precise infor- 
mation about where the tornadoes were. They got interrupted by 
a national feed that said watch out, there are tornadoes near Peo- 
ria. 

You ffot a sense of how important it is to have an affiliate station 
there ooinR local things. And what I am saying is despite the fact 
that in a dicital world we will naturally share national program- 
ming through all the PBS stations around America so that public 
radio and public television have a great deal of the nationally pro- 
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duced stuff, you will nevertheless continue a big local — you are 
itching. Say something. 

Ms. C!ouRTNEY. I am just itching, since I am the local station sit- 
ting here. Let me sav two things. One, the fundamental — ^we 
talKed, Congressman Miarkey, about what are the characteristics of 
public broadcasting. Noncommercial is one of them. The second one 
IS we are not a network like ABC, NBC, CBS. We are not. We are 
an association, an independent. 

Mr. Tauzin. PBS is a network, though, isn't it? 

Ms. Courtney. We are an association of independent public tele- 
vision stations, and those programs that you see that we share na- 
tionally are ori^ating at WGBH in many cases, or WNET; or, in 
my case, Louisiana has had two documentaries that we produced 
for the National Program Service this year. 

Mr. Tauzin. But there is a similarity. PBS does distribute na- 
tional programming, does it not? 

Ms. Courtney. Absolutely. But I want you to understand, when 
you look at the local affiliates which have some — since my husband 
was in commercial broadcasting, I have some experience in this— 
you know, they have certain fringe times when they program in 
their local news, but they take the feed coming down all the time. 
Our responsibili^ is to oe responsible for hours and hours of that 
feed — ^I mean, of the programming — ^and in the digital age, even 
more so. We aren't worth our salt if we don't just not give lip serv- 
ice to it but do things about our communities. That is our future. 
That is where we ought to be. 

I mean, nobody else is going to do, the problems with crawfish 
farming, the Formosa termite, or coastal erosion in the Chipola 
Basin. We are going to do it. I can't expect John to send it to me 
from Washington, but if I do a fabulous documentary on environ- 
mental racism, then I send it back up to share with the rest of the 
country. That is the give and take of public broadcasting tiiat I 
think a lot of people don't really understand. 

If we do sometnin^ wonderfiu in Louisiana that specifically is for 
our community, and it is the quality that Ed Markey is talking 
about, Congressman Markey, then we share it with the rest of the 
country ana that is kind of the pull and tug. 

Mr. Tauzin. On the other hand, there is the Jim Lehrer-tirpe 
show which is distributed nationally. So there is a mix of this. 
What you are saying is you have a larger component of localism 
and therefore — ^I am trying to make a case for you — that if ABC is 
right, if they are going to lose more and more of that localism and 
that affiliate station sort of setup in the context of their networks, 
that this special relationship you all have in terms of generating 
local pro^ammin^, sharing it when it is quality and has applica- 
tions nationwide, is rather special in fact, may become more special 
in a world where affiliate stations are somehow threatened. 

Ms. Courtney. We are going to have all kmds of responsibilities. 
It is a trust we should have. 

Mr. Tauzin. Doesn't the continued commercialization of what you 
do threaten that? This is my point. If the commercial world says 
to ABC, move in that direction because it makes better commeroal 
sense, and you continue to move toward commercial funding be- 
cause we have not funded you properly, set up a trust fund giving 
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you the right resources, aren't the pressures eventually for you to 
move m that direction too? 

Ms. Ck)URTNEY. We all have a chorus of amen to that. 

Mr. Tauzin. Amen, absolutely. 

Mr. COONROD. The challenges are really to help — ^to look at how 
we can do a better — ^how we can help stations around the country 
do a better job of being the important local institutions they are. 
It is not to trv and take from them, that local character, but the 
challenge really is to see what we can do nationally to help them 
do that. That is where they are rooted. 

Mr. Tauzin. Well stated. Mr. Markey? 

Mr. Markey. Thank you, Mr. Chairman. I want to, if I could, dis- 
cuss digital TV. As we know, digital technology will allow the 
broadcasters to multiplex their signal and instead of one high-defi- 
nition signal, to broadcast 3, 4, 5 or more channels in television 
procn^'amming. 

Now, I befieve that that is a tremendous benefit to the child au- 
dience because the public broadcasters will be able to split the sig- 
nal to cater to the educational needs of children in different age 
groups. As Ms. Courtney points out in her testimony, there comd 
Be a preschool ready-to-leam service, a program for the young 
school-aged children, an adult education course, a work force train- 
ing course, all broadcast simultaneously. 

My first question is whether during the course of the day, if mul- 
tiplexing ought to be required of public broadcasters in order to 
maximize use of the medium. Afl;er all, kids don't need HDTV, Bar- 
ney. Public broadcasters could reach diverse audiences with mul- 
tiple streams of programming during the day and then switch back 
in the evening for the signature science, history, and cultural pro- 
grams to full HDTV. 

My second question follows up on the first and it relates to what 
oumt to be the must-carry reouirements of cable systems to carry 
public broadcasting stations. If we want the public broadcasters to 
make full use of the media and we want taxpayers to help foot part 
of the bill for converting to digital, then what will be the 
oglibations of cable systems to carry the digital feed? Will it be just 
one channel, or if public broadcasters make a more robust use of 
the digital signal, then should cable companies be required to carry 
all these fees? Who wants to take the first question? Mr. Hollar. 

Mr. Hollar. The future you describe is exactly the future that 
public television stations and we at PBS and our colleagues at CPB 
envision. It is a world in which we are doing some high-definition 
broadcasting, probably in prime time, to take advantage of the 
qualities of that kind of programming, multiplexing during the day 
for the kinds of multiple services you described. And then a veiy 
important piece of this is the data stream, the digital data capabili- 
ties of digital which can allow us to send an enormous amount of 
material with those services both in high-definition and multicast- 
ing. 

That vision has been so stronglv articulated throughout the sys- 
tem and it is so much a part of what we are working on, what sta- 
tions are working on, what CPB has described, it is not my sense 
that a requirement necessarily needs to be legislated because the 
vision in public television is so strong about the need to provide 
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those multiple services for some part of the day, as you have de- 
scribed. 

With respect to must-carry, we have been veiy concerned about 
the must-carry issue in digital, not only because of what might 
happen to the ability of stations to provide local service but because 
cable effectively provides the sole point of access for 7 out of 10 
homes in this country. And if those nomes and schools are not able 
to get the services that you just described, then the great promise 
of digital is probably not going to be realized and the vast invest- 
ment that you are suggesting that you are about to make is not 
going to be brought home, literally. 

Mr. Markey. Does that mean a must-carry of all feeds, Mr. 
Hollar? 

Mr. Hollar. Well, that creates — ^I think we ought to be realistic 
about that being problematic for 

Mr. Markey. what is the answer, then, to the problem? 

Mr. Hollar. If digital cable is capable of providing the same sort 
of increase and capacity that digital broadcasting is able to bring 
about, our view has been why snouldn't we consider some form of 
mandatory carriage for these kinds of very important services that 
stations are going to provide. 

Mr. Markey. Ms. Courtney? 

Ms. Courtney. Two things. On your first question, although I 
plan to do multicasting, just as you laid it out, during the dav, high 
definition at night, I think it would be helpful to have the flexibil- 
ity to do — say, there is an opera that I wanted to do, the full high 
definition of, for a period of time during the day to go out to class- 
rooms, or I think I would like the flexibility every now and then 
to do big special sort of things in high definition that would attract 
a huge school audience or something like that. So I think our in- 
tent is there and probably does need a requirement. Tliat is just 
my judgment on it. On must-carry, absolutely anything you can do 
to assist, we need. 

Mr. Price. I just would like to say one thing about the must- 
carry rule. I think there is a problem for Congress here. I think 
that basically must-carry should be preferred for public broadcast- 
ing over commercial broadcasting. I think there's a real public in- 
terest in must-carry of these signals and not as much of one for 
must-carry of multiplex commercial signals. The Congress has to 
make the case in the findings for that. 

The Cotirt in tiie Turner case, Sandra Day O'Coimor was the 
only justice who recognized there mi^ht be the possibility of a pref- 
erential must-carry for noncommeraal broadcasters, but she said 
Congress hasn't made that case. If you look at the act, it doesn't 
distinguish. It just says you have got to do one and you have got 
to do the other, but I think this is something where you could make 
findings and a contribution that would support preferential must- 
carry for noncommercial broadcasting, ana that would be even 
more valuable than the trust fund. 

Mr. Hollar. If I could just add one more thing. Carriage of the 
ancillary data stream that is program related and carries a lot of 
this educational material apart from the video signal is very impor- 
tant. If that data stream somehow gets stripped off or isn't carried, 
then a great deal of what we are going to deliver, especially in the 
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educational space, will not be possible over cable. I just wanted to 
make that diuification. 

Mr. Markey. The cable companies are going to raise their rates 
of their subscribers in order to ensure that they can convert over 
to the digital world; and, at the same time, the taxpayer is going 
to foot the bill for you to be able to make that transition. 

So I think it is important for us to ensure that the consumer, the 
taxpayer, then gets the benefits of this digital flexibility which we 
are trying to create. And I think, Mr. Price, you are raising an in- 
teresting way of approaching that subject and I think we should 
probablv continue to discuss it along those lines. 

Thank you, Mr. Chairman. 

Mr. Tauzin. Thank you. 

Mr. Price, you are our legal expert here, so let me spin a bit with 
you. The whole context by which must-carry was approved, was 
sustained, was that Congress could in fact impose a must-carry re- 
quirement on the cable systems to carry commercially viable local 
programming from affiliate stations, because cable was in essence 
a monopoly aeliveiy system still in the country. 

The question I want to ask you is, vou know, we are in the busi- 
ness right now of— and the FCC is looking at what the 1996 act 
means when it comes to cable carriage of digital signals. We are 
going to be in the business very soon of helping the FCC make that 
decision, that cable must pass through all these multiple multiplex 
stations and the HDTV signal and there is a little controversy 
going on, as you know, with reference to that question. 

The second is, do we — ^and how do we make that apply to sat- 
ellite distribution, over-the-air terrestrial wireless systems or alter- 
native delivery systems that perhaps we haven't dreamed up yet? 
Here is the question: When in fact there are these multiple delivery 
systems in a competitive fashion available to consumers, is it your 
opinion that must-carry is going to have a difficult time surviving 
legally, except for that portion which might, say, carry public — or 
the peg of public and educational and governmental channels? 

Mr. Price. I think that, in a way, the situation is worse than 
that, because the Court in looking at the issue wanted to make 
sure this was a content-neutral requirement, and it suggested that 
educational television was somehow content biased, that somehow 
it is worse to prefer noncommercial. My own view is they had it 
totally the wrong way around, but 

Mr. Tauzin. But nevertheless that is what they said. 

Mr. Price. It is your job to provide the basis for that distinction. 
In other words, since the Court is saying if you are not content 
neutral, tell us what the interest of the country is in this rule and 
make sure that there is a sound foundation for doing so. 

Mr. Tauzin. Because they basically said you in government have 
no business telling carriers of information what their content ought 
to be, except in the limited circumstances perhaps of obscenity or 
something. You never define it. But they said, we are going to let 
you do it in this case because there is a monopoly delivery system 
and you defined, at least so far, a public interest in malung sure 
that these local stations of local content are available to people who 
buy this monopoly system of transport. 
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The question will be for us or for a court, I suppose, at some 
point, when we have — ^if we successfully force other delivery sys- 
tems who are in competition to cable to carry the same tilings, 
have we not in effect taken away the legal foundation upon which 
the must-carry rule was approved? 

Mr. Price. I am not reiuly totally ready to answer that question. 
It is an excellent question. 

Mr. Tauzin. Would you think about it and come back to us in 
writing? 

Mr. Price. I would be delighted to. I would be glad to supple- 
ment my testimony. 

Mr. Tauzin. I am just reaching way out in the future now but 
it may be the distinction, based upon public and educational and 
governmental programming, makes some sense at that point when 
the courts will not allow us to require must-carry of anything else 
by that time. And it may also emphasize the importance of the 
local aspects of what public broadcasting does, and there may be 
some connection between all of this before it is all over with. 

So hearing from you on the legal side would be veiy, very useful, 
Mr. Price. 

Mr. Price. Thank you. I would be delighted to. 

Mr. Tauzin. Let me ask for any final comments from any of you. 
I didn't ask you what you liked least about our bill. Here is vour 
chance to do it. We heard about what you like about it and we 
thank you for that, but obviously if we are going to have a good 
bill that everybody can support, if there is a real bad problem with 
it — you mentioned the time. You mentioned getting a commis- 
sioner. You mentioned, Mr. Jablow, considering the differences be- 
tween radio and television. You had a few good comments in that 
regard. 

Is there anything you really don't like about it at all that you 
really wish would come out? Other than the fact we are not going 
to mark it up today. 

Mr. COONROD. This is not a specific critique of the bill, but I 
think as we go forward, it will be veiy important to look at those 
reforms the public broadcasters have already put in place to make 
sure that the bill reinforces those things. 

Mr. Taussin. Let me counterdiallenge you. It would be very use- 
ful for you to summarize those for us. If you went around the coun- 
try, literally, and gave us some ideas about what is happening out 
there in terms of on-the-ground, if vou will, reforms that are occur- 
ring, consolidations, co-locations, the kinds of things that will tell 
us where the public broadcasting indust^ is moving. 

Mr. CoONROD. There are a number. We don't have time, but I 
would be happy to provide that information. 

Mr. Tauzin. It would be really good to have a summary of it, if 
you could supply that for us. 

Anyone else? 

Well, then let me thank you veiy much. Mr. Markey, you are on. 

Mr. Markey. I would just like one question for the record, if I 
could ask Mr. Hollar and Mr. Coonrad to provide it for us, and that 
would be situations where a station is permitting the hearing of a 
corporate underwriting acknowledgment in violation of the PBS 
guidelines. And what I would like, if you could, is to provide for the 
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record a lookback over the last 10 years of this particular area, 
whether or not violations have gone up over the years, but to help 
our committee to get a profile of what has happened in terms of 
stations' compliance with PBS guidelines on the commercial adver- 
tising question. Can you do that for the record? 

Mr. Hollar. Well, the specific arc of 10 years, I don't think I am 
prepared to state today. 

Mr. Markey. No, I am saying I need it for the record. If you 
would provide it to us in writing. 

Mr. Hollar. Absolutely. 

I just wanted to say, and this is not in my testimony, but just 
to underscore this, last year by a vote of over 90 percent of our 
member stations, we undertook a board-led process to review the 
underwriting guidelines within public television, and that is ongo- 
ing now. It is a long-term, broad-based, board-driven examination 
of underwriting practices in this system, and that is ongoing and 
we would be happy to talk to you about that. 

Mr. Markey. If we could get all that information and the specific 
details that we are looking for in terms of the histoiy of this, I 
think it would be very helpful. Thank you. 

Mr. Tauzin. Thank you. Chairman Bliley has asked that I make 
a part of the record a series of letters and responses between Mr. 
Pazton and Chairman Bliley and CPB, PBS and NPR with respect 
to whether the statutory-set salary cap provisions have been ex- 
ceeded at any time. 

Without objection, so ordered. 

[The material appears at the end of the hearing.] 

Mr. Tauzin. Let me make a mention — ^I know, Beth, that you 
have expressed in your statements and some of you others have 
mentioned the fact that because we don't have an authorization bill 
yet, there is some attempt to make some changes on the appropria- 
tions side, and I know how important it is to get started on the dig- 
ital transformation. 

But let me make a point that I really want you please to take 
to heart here. You have got a sympathetic ear at the Appropria- 
tions Committee right now, and its subcommittee Chairman. He is 
a good friend of yours and mine and of the interest of public broad- 
casting. It mav not always be. This committee has a full apprecia- 
tion of the role of public broadcasting. And this committee has a 
unique and long-stcuiding commitment to public broadcasting. And 
it is this committee that I think you are going to find and continue 
to find that public broadcasting will find the heart and soul of its 
support in the Congress. Appropriations Committee changes direc- 
tion veiy frequently as we go from debt to surplus, et cetera, and 
as we go firom one budget agreement to another. And this commit- 
tee is rather stable in its approach, and it is a committee that will 
be pushing the appropriators and everyone else to consider in con- 
science our obligation to public broadcasters. 

I would suggest to you that the Chairman's problem with the ap- 
propriators taking over this role even temporarily is a real problem 
and that, as a consequence, we have a job to do. We have to move 
our authorization quickly, and I will be urging him to take it up 
early when we come back. 
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The other side of that is that relying upon the temporary fix of 
the appropriations side, without this committee being fully in- 
volved, is not only I think, long term, risky but perhaps the Chair- 
man is correct in urging that you be as patient as you can and give 
us a chance to resolve these very complex set of issues so we can 
have a long-standing and sound and complete resolution syner- 
gistically of all these problems, as Mr. Price has pointed out, in a 
way that is not only eWant I think in theory, but that in practice 
might take us really well into the next centuiy. 

Again, let me thank you for taking time out to be with us today, 
the sacrifices you personally made, and for the assistance in mov- 
ing this thing forward. Please, between now and when we come 
back, if you have a specific recommendation for Mr. Markey and I 
on lan^age, get it in, please. 

Final comments, anyone? Beth? 

Ms. Courtney. Mr. Chairman, two things. It is such a pleasure 
to testify before your committee where you have so much knowl- 
edge of technology. I spend a lot of time testifying, and I don't want 
to denigrate my colleagues in Louisiana, but explaining how sat- 
ellite transponders — ^they are not in the State of Louisiana, they 
are in geosynchronous orbit above the State of Louisiana, so there- 
fore it is not in another State. 

Mr. Tauzin. Louisiana occasionally is in 

Ms. Courtney. So it is a pleasure to talk to this committee that 
has such deep knowledge of this entire industry and really a han- 
dle on the technoloey, and I applaud you and congratulate you. 
Thank you for also DringinR knowledge back into our community. 

But spedficallv I would Tike to ask you, although I think this 
committee has all the knowledge and we want the long-term work- 
ing with you, do you think it is going to be possible to have the 
small beginning of the HDTV in this fiscal year so we can plan — 
sdbout $15 million? 

Mr. Tauzin. I was kind of hinting to you, Beth, that I don't think 
this is going to happen because I think the Chairman makes the 
argument that untu and unless this committee is fully engaged in 
the reauthorization, that the Appropriations Committee is taking 
our jurisdiction and taking that away from us, and reliance upon 
that process may be bad in the long run. May be helpful short 
term, but very bad in the long run, and I just ask you to consider 
that. 

In that regard, let me offer my personal thanks again to all of 
you for what you do for the country. And, Beth, I know we just held 
a msgor symposium on wetland destruction. We are losing 35 
square miles of coastal wetland, this Nation is, along the coast of 
Louisiana, and thank you for making sure that folks in Louisiana, 
even in north Louisiana, not close to the coast, fully understand 
the statewide and national implications of problems like that. I 
mean, it is in those places that we feel directly the connection with 
public broadcasting and the work you do, and I want to thank you 
again personally. 

Again, thank you all. We are going to recess, and we will be back 
as soon as we can get past an election, a new Congress, and we 
unll get right to the business, right out the box, of reauthorizing 
public broadcasting. 
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The hearing stands adjourned. 

[Whereupon, at 12:16 p.m., the subcommittee was adjourned.] 
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Mr. Delino Lewis 

Pfmdoit 

NtfiooAl Public Radio 

635 MassKmaetis Ave.. N W 

Wailmigion. DC. 20001-3753 

Dear Mr Lxwis: 

The Commtnee on Commerce has oversight responsibilic)- for National Public Radio ( N PR i 
vklttch pursuant lo Secuon 396 of the Communicauons Act of 1 934 < the Aa) receives public funding 
via Che Corporation for Public Broadcasting (CPB) for the oevdopmetit of radio programming 
Accordingly. the Comminee must seek to ensure thai NPR complies with Seaion 396(ki(9i of the 
Act. This provision prevents CPB from distributing public funds to NPR unless assurances arc 
provided to CPB thai KPR i% compensaungits officers and employees at an annual rate ot pay that 
does not exceed the rate of basic pay for level I of the Executive Schedule. 

IthascometoouranenuoiLhovvevcr.thatNPR in 1996may have distnbuced to at least one 
of Its offioen total compensaoon thai substantially exceeded the Section 396 salary cap 
Specifically, a Decemoer 24. 1997. anicle in ( ommuntcaiio/u Daiiv reporu that NPR in 1996 
distributed to one of its offioen a subftannal "pre-vestmg retirement benefit" of S29.04< that, when 
combined viath the officers base salary, exceeded the Secuon 396 salary cap The article also reports 
thai a suTularty situated organization, the Public Broadcasung Service (PBS i. sought the advice of 
counael as u> the lenity of distributing bonuses to us cfficen chat. i«^hen combined with the 
officer's base salary. exceeded the Section 396 salary cap In addition, the article repoiu that PBS 
choac HOC to seek the advice of Congress as to the propnety of any bonuses that have the effect of 
pushmg an officer's total comptnsauon beyond the S<aion 396 salary cap. 

This report, if tnie. raises quesuons about SPR's compluuice ^ith Section 3964kK9) of the 
Acv and moreover, could expose NPR to diarges ihai u hu circumvemedthe Secuon 3% salary cap 
by dtsmbuong to its officers substanuii lump-sum pa« mcnts The Commmee has an obligation to 
address th«M qumiofis and any such charges Accordingly, pursuam lO Rules X and XI of the 
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Mr. MtDO LcKvis 

Jnii«y29J9M 

Pige2 

VS. Houtt of Rqxese&tativet,plcaie provide written answers lo the following icqticstf prior to ibe 
dose of binineii Febniaxy 13. 1991. 

1. Ploaae Hat etch initanoewhefcNPR has dbiribiaed, or plans to distribiue. to an officer or 
employee total coiiipensadon(which includes, but it not limited to, base salary, bonuses and 
other supplcanental pay) that ejueeds the Section 396 salary cap. In doing so, please lis the 
officer's or employee's: (a) name; (b) posiooo; (c) base salaiy; and (d) any bonus and/or 
odier supplemaital pay. 

2. What is NPR*s view at to the petniiasibility of distributing total compensation to an officer 
or enn)ioyee that exoeeds the Section 396 salaiy cap? 

3. Pltase describe each iostmce where NPR has sought, or plans to soak, legal advice as to die 
penniuibility of dislribimag total coo^cnsation to an officer or employee that exceeds the 
Section 396 salary cap. Please indicace who. if anyone, provided or will provide such legal 
advice. In addition, please summarize the findings of such legal advice. 

4. Please describe each instance in which NPR has advanced to CPB a legal daim or argument 
that NPR may distribute total com p en sa tion to an officer or employee that exceeds the 
Section 396 salary cap. To the extent such a claim or argument was made to CPB in writing, 
please provide a copy of such legal claim or argumem. Please also describe CPB*s response 
to any such claims or i 



Please describe what asaumnces NPR provides CPB on an annual basis that NPR's 
compensation plans are pennissible under Secoon 396. 

We look forward to your timely response to dieseqoesdons. ^ ^ 

Smcercly. 





Committee on Commerce Commitiee oo Commeice 



The HonofBble John D. DingeU 
The Honorable WJ *3Uly** Tauzin 
The Honorable Edward J. Maricey 
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20515-6115 

Jamiao 29. 1998 



Mr. Ervin Duggan 



Public Broadcnting Service 

1320BiiddockPlaoe 

Alexiiidiia.VA22314 

DttrMr.Duggui: 

The Committee on Conunerce hat oversight responsibility for the Public Broedcasting 
Service (PBS), which pursutnt io Sectioii 396 of the CommunicitioQsAct of 1 934 (the Act) receives 
public funding vit the Cocpontion for Public Broadcasting (CPB) for the development of television 
programming. Accordingly, the Committee must seek to ensure that PBS complies with Section 
396(kK9) of the Act. This provision prevents CPB from distributing public funds to PBS unless 
ssniranccs are provided to CPB that PBS is oonnpensating its officen and employees at an annual 
rate of pay that does not exceed the me of basic pay for level I of the Executive Schedule. 

Ithascometoourattcotioa,howcvflr,that PBS in 1996 may have disnibuied to some of its 
ofTiGiii total compenaation that substsntially exceeded the Section 396 salary cap. Specifically, a 
December 24. 1997, article in CommynicatUuv Dtdty reports that PBS in 1996 distributed to its 
ofRcers substantial bonuses that when combined with the ofReers' base salary, exceeded the Section 
396 salary cq>. The articie also reports that PBS sought the advice of counsel as to the legality of 
such bonuiet, but that PBS chose nol to seek the advice of Congress as to the propriety of any 
bonuses that have the ef&ct of pushing an offlcd'stotal compensatioobeyond the Section 396 sahny 
cap. 

This report, if true, raises questions about PBS's compliance with Section 396(kX9). 
Moreover, given the size of these bonuses, the report could expose PBS to charges that it has 
circumvcnied the Section 396 salary c^ by distributing substantial bonuses. The report, for 
example, lists the following bonuses were paid to certain PBS officers: S28,950 (constituting 20 
pereent of the officer's base salary in 1996);S30.70O(22 percent); S32,410 (25 percent); S25.9 10 
(20 perccni); and $23,945 (1S.5 perceoi). 
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Mr. ErviffDugtin 
JanuKy 29, I99f 
PI892 

The Commttiee has an oMignion to addrcsi these quesiioiis md any such charges. 
Accordingly* pmuanl to Rules X and XI of the U.S. House of Repiesantitivas. please provide 
written answers to the following raquests prior to the close of business Febcuaiy 13, 1998. 

1. Please list each instance where PBS has distributed, or plans to distribute, to an officer or 
employee total coinpensation(which includes, but is not liimtedio. base salary, bonuses and 
other supplemental pay) that exceeds the Section 396 salary cap. In doiiv so, please lis: the 
of{icer*s or employee's: (a) name; (b) position; (c) base nlary; and (d) any bonus and/or 
other supplemental pay. 

2. What is PBS*s view as to the permissibility ofdistributing total compensation to an oflker 
or employee that exceeds tiie Section 396 salary cap? 

3. Please describe each instance where PBS has sought, or plans to seek, legal advice as toihe 
peimissibility of disnibutnig total compensation to an officer or employee that exceeds the 
Section 396 salary cap. Please indicate who, if anyone, provided or will provide such legal 
advice. In addition, please summarise the findings of such legal advice. 

4. Please describe each instance in which PBS has advanced to CPB a legal claim or argument 
tfiat PBS may distribute total compensation to an ofXIcer or employee that exceeds the 
Section 396 salary cap. To the extemsucha claim or argunentwas made to CPB in writing, 
please provide a copy of such legal claim or argument. Please also describe CPB*s response 
to any such claims or atiguroems. 

5. Please describe what assurancci PBS provides CPB on an annual basis that PBS*s 
compensation plans are permissible under Section 396. 

We look forward to your timely response to these questions. 

Sincerely. 



''%^M^ 




TomBUley / 

Cbatman 

Commitloe on Commerce Committee on Commerce 

cc: The Honorable John D.Dingell 

Ibtt HoBoiable WJ. **BiUy'* Tauzin 
The Honorable Edward J. Markey 
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Mr.RobenT.Coonrod 
Presidem and dicf Exccutivt OflBctr 
Cocpomion for Public Brotdcntiiig 
90tEStrMt.N.W. 
Wa9hingtoii.D.C. 20004-2037 

Dtv Mr. Coonrodr 

The Commitiee on Commerce has oversight responsibility lor the Coipoiation for Public 
Br o e ilc Mti n g (CPB), whkh is t non-profit corporation cttiMishfd punuim to Section 396 of the 
ConmiuiicitioosActof!934(ttaeAct). The Commitiee therefore must seek to ensure tbtt CPB 
complies with Section 396(eKl) of the Act This provision prevents CPB from compensiling its 
ofiioers or employees It an annud caie of pay which exceeds the cue of basic pay for level I of the 
Executive Schedule. The Committee must also seek to ensure that CPB complies with Section 
396(kX9) of the Act This provision piwems CPB from disuiboiing public funds to the Public 
Broadcasting Seivice (PBS) and National Public Radio (NPR) unless atttuancts are provided to 
CPB dwt PBS and NPR are compemaling their officen and employees at an annual rate of pay that 
does not exceed the rate of basie pay for level I of the Executive Schedule. 

It has oometD ouraneiKian, howwer. that PBS and NPR in 1996 may have distributed to 
some of their offioen local compensation diat substaniially exceeded the Section 396 salary cap. 
Specifically, a December 24, 1997. aniclc in Communications DaUy reportt that PBS and NPR in 
1996 disnibmadtD dieir officers and employees substantial bonuses and/or other suppleniencal pay 
that, when combined with tbe officers^ or employees' base salary, exceeded the Section 396 sslary 
cap. The aitielealso repoits that PBS sought the advice of counsel as to die legality of such bonuses 
and/or other su ppleme n t a l pay, but dwt PBS chose not to seek die advice of Congress as to the 
propriety of any bottoesandAir odier supplemenui pay that have die effect of pushing an officer's 
or employee's local compensation beyond die Section 396 salary cap. 



This repoft. if Hue. raises questions about CPB's compliance with Section 396 of the Act 
Moreover, given the siae of diese bonuses, Che rrpon couid expose PBS and NPR to charges that 
these organizations have ctrcumvemed the Seciion '^ alary cap by disttibuting large bonuses 
and/or odier supplemental pay lo their officers onj cmpiovces. The lepoit. for example, lists the 
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Mr. Robert T.Coomod 
Jaauvy 29, 1998 
H9t2 

fbUowing bonuses as being paid to cotiiii PBS officers: S2S.950 (coastitutuig 20 percem of the 
officer'sbMesaloym 1996): S30.7(X)(22peiceitt); $32,410(25 |Mretm):S2S.910(20percctty;i^ 
$23,943 (18.SpeiceiU). 

The Commitite has an obiigadon to address these questkiBS and any such charges. 
Accordingly, pursuant to Rules X aod XI of the U.S. House of Rspreseniaiives. plesse provide 
written answers to the following requeals prior to the close of business Fdxuaiy 13. 1998. 

1. Please list each instance where CPB has distributed; or plans to distribute, to an o£Bcer or 
employee total comp c nm i o n(which includes, but is not limited to, base salaiy, bonuses and 
other supplemental p^y) th a t enee ed s the Section 396 saiaiy cap. In doing so. please list the 
officer's or employee's: (a) name; (b) position; (c) base salaiy; and (d) any bonus and/or 
other supplememal pay. 

2. What is CPB's view as to the permissibility of CPB, PBS or NPR distributing total 
c ompcnsatio B to its officers or employees that exceeds the Section 396 sahvy cap? 

3. Please describe each instance where CPB has sought, or plans to seek, legal advice as to the 
pemiisstbilhy of disirbuting total compeosatioii to an officer or employee diax exceeds the 
Section 396 salary cap. Plcaae indicate who. if anyone, provided or will provide such legal 
advice. In addition, please summariae the findings of such legal adviee. 

4. Please describe each instance m which PBS or NPR has advanced to CPB a legal claim or 
argument that PBS or NPR may distribute total compenaatiooto an officer or employee thai 
exceeds the Section 396 salary cap. To the extent such a claim or nvnaieM was made to 
CPB in writing, please provide a copy of such legal claim or argument Pleaae also describe 
CPB's response to any such claims or argumenu. 

5. Please describe what assumces CPB receives on annual basis from PBS and NPR that their 
compensation plans are pennisiible under Section 396. 

6. PleesedcscribecachhistaDoe where CPB was aware that PBS and NPR had distributed toul 
compansaiion to an officer or employee that exceeded the Section 396 salaiy cap. 

We look forward to your timely response to theae questions. ^""^ 

TomBliley f BillPaxon 

n^^miM ' Member 

Commiflee on Commerce Committee oa Commerce 

cc: The HonofiMe John D.Dingell 
The Honorable WJ. '^Billy" Tauzin 
The Honorable Edward J. Maricey 
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February 13, 1998 



Honorable Thomas J. Bliley 

Chairman 
Honorable Bill Paxon 

Member 
Committee on Commerce 
U. S. House of Representatives 
Room 2125 

Rayburn House Office Building 
Washington, DC 2051 5-6115 

Gentlemen: 

This responds to your letter of January 29*^ inquiring as to NPR's 
compliance with the requirements of the so-called 'salary cap" as set 
forth in 47 U.S.C. Section 396(k)(9). I want to lay to rest any concerns 
which you or any of your colleagues may have regarding this subject. 

NPR has to the best of my knowledge complied fully with those 
requirements. I cannot speak with certainty for the period before 
approximately 1991, as NPR does not as a general policy retain all of its 
records beyond about six years. However, for the period since 1 994, 
when I became President of NPR, and based on the records on this 
subject which we have located, I can answer your questions as follows: 

1 . Please list each instance where NPR has distributed, or plans to 
distribute, to an officer or employee total compensation (which includes, 
but is not limited to, base salary, bonuses and other supplemental pay) 
that exceeds the Section 396 salary cap. In doing so, please list the 
officer's or employee's: (a) name; (b) position; (c) base salary; and (d) 
any bonus and/or other supplemental pay. 

ANSWER: NPR believes that we can fully answer the spirit of your 
question by assuring you that the only instances in which persons at NPR 
received total compensation, including base salary, bonuses and 
supplemental pay, in excess of the amount set forth in the salary cap are 
the following: 

a) Bob Edwards, senior host for the program 'Morning Edition,' receives 
an hourty wage which on an annualized basis is considerably less than the 
amount of the salary cap. Because he must begin work at 1 :00 a.m. 
each day, he receives, under the provisions of NPR's collective bargaining 
agreement with the American Federation of Television and Radio Artists 
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applicable to all covered employees, overnight differentials, overtime 
payments, meal penalties and other fringe benefits. These payments 
have, in some cases, pushed his total pay slightly over the amount of the 
salary cap. 

b) There have been two instances where a senior officer, who has joined 
NPR from a job outside of our organization, received in a single year total 
payments which exceeded the amount of the salary cap. This happened 
because the officer received a taxable amount equal to what otherwise 
would have been contributed to the officer's NPR retirement plan during 
those first two years. This is similar to the situation of a cabinet-level 
federal employee whose employer retirement contribution vests from the 
outset of employment. These two instances involved NPR's Chief 
Operating Officer, Peter Jablow, in fiscal year 1995-1996, and myself in 
fiscal year 1994-1995. Indeed, the reason Mr. Jablow's compensation 
for the year exceeded the amount set forth in the salary cap was that he 
was paid the entire pre-vesting retirement benefit for the two-year period 
at the end of the second year. If it had been paid in each year the 
amount would probably not have exceeded $ 1 48,400 in either year. 

c) In 1996 I received an unexpected merit bonus of $30,000, which was 
paid upon the vote of the Board of Directors as reward for extraordinary 
service and achievement. 

d) In 1 990 my predecessor, Doug Bennet, received an unexpected merit 
bonus of $50,000 in the form of a split-dollar life insurance policy. This 
was voted by the NPR Board of Directors in express recognition of his 
work over the prior six years in restoring NPR to financial health. 

I am adding another piece of information, although it does not actually 
involve a payment to an employee. NPR has provided all of its salaried 
employees, including its officers, with group term life in an amount equal 
to two and one-half times their annual salary but not exceeding 
$200,000. Under the tax code, the portion of those premiums for such 
insurance in excess of $50,000 is taxable to the employee. That amount 
has made my taxable income as shown on NPR's Form 990 exceed the 
amount of the salary cap. This portion of the premiums, however, is not 
paid to me, though I must pay taxes on it 

2. What is NPR's view as to the permissibility of distributing total 
compensation to an officer or employee that exceeds the Section 396 
salary cap? 

ANSWER: We do not think that we can define in the abstract the 
meaning of the statutory language that would apply in all situations. The 
plain statutory language must speak for itself. We can say, however, that 
NPR firmly believes that, in each of the above instances in which its 
employees have received total payments in any year in an amount greater 
than the salary cap amount, such payments have been consistent with 
both the letter and spirit of the salary cap. 

3. Please describe each instance in which NPR has sought, or plans to 



Digitized by 



Google 



59 



seek, legal advice as to the permissibility of distributing total 
compensation to an officer or employee that exceeds the Section 396 
salary cap. Please indicate who, if anyone, provided or will provide such 
legal advice. In addition, please summarize the findings of such legal 
advice. 

ANSWER: We believe that NPR's opinions received from legal counsel 
are privileged. However, over ten years ago CPB advised us that it 
considered as correct our interpretation of the law with respect to the 
circumstance set forth in (1)(a) above. Moreover, I can also say that in 
the cases of Kb), (c) and (d) above, counsel have been consulted in each 
instance and that we would not have made the payments unless we 
believed that such payments were legally consistent with the constraints 
of the salary cap. 

4. Please describe each instance in which NPR has advanced to CPB a 
legal claim or argument that NPR may distribute total compensation to an 
officer or employee that exceeds the Section 396 salary cap. To the 
extent such a claim or argument was made to CPB in writing, please 
provide a copy of such legal claim or argument. Please also describe 
CPB's response to any such claims or arguments. 

ANSWER: NPR has regulariy received inquiries from CPB whenever the 
amounts listed in NPR's Form 990 showed payments received in that year 
by an NPR employee which exceeded the amount of the salary cap. The 
circumstances described above in answer number 1 describe all of such 
occasions. In each instance where CPB has inquired. NPR has explained 
the reason for the apparent discrepancy and CPB has taken no further 
action. 

5. Please describe what assurances NPR provides CPB on an annual basis 
that NPR's compensation plans are permissible under Section 396. 

ANSWER: NPR each year provides the assurance required by CPB on the 
form provided by CPB. 

I trust that this answers your questions. 

Cordially, 



Delano E. Lewis 
President & CEO 



Honorable John D. Dingell 
Honorable W. J. "Billy" Tauzin 
Honorable Edward J. Markey 
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CX)RPORAnON FC» PUBUC BROADCASTING 



PmUem md Oii^ Executive Qflficer 



February 13, 1998 



The Honorable Thomas J. Bliley, Jr. 

Chairman 

Committee on Commerce 

United States House of Representatives 

Raybum House Office Building 

Room 2125 

Washington, D.C. 20515-6115 

Dear Chairman Bliley: 

This letter is in response to your letter dated January 29, 1998, in which you 
raised various questions regarding the maximum annual rate of pay appUcable 
to the Corporation for Public Broadcasting C'CPB"), the Public Broadcasting 
Service ("PBS") and National Public Radio ("NPR"). 

As you reflect in your letter. Section 396(e)(1) of the Communications Act of 1934 
(the "Act") provides that "[n]o officer or employee of the Corporation may be 
compensated by the Corporation at an annual rate of pay which exceeds die rate 
of basic pay in effect from time to time for level 1 of the Executive Schedule 
under section 5312 of Title 5." In addition. Section 396(k)(9) of the Act provides 
that funds may not be distributed pursuant to that subsection "unless assurances 
are provided to the Corporation that no officer or employee of the Public 
Broadcasting Service or National Public Radio (or any successor orgaiuzation), as 
the case may be, will be compensated at an annual rate of pay which exceeds the 
rate of basic pay in effect from time to time for level I of the Executive Schedule 
under section 5312 of Title 5." 

Your letter refers to a December 24, 1997 article in Communications Daily 
regarding bonuses paid to PBS and NPR officers and employees. In connection 
therewith, you asked that CPB answer the following questions: 

1. Please list each instance where CPB has distributed, or plans to distributg. to 
an officer or employee total compensation (which includes, but is not limited to. 
base salary, bonuses and other supplemental pay^ that exceeds the SecHon 396 
salary cap. In doing so. please list the officer^s or employee's: (a) name: (h^ 
position: (c) base salary: and (d) any bonus and/or other supplemental pay. 

901 E Street. NW 

Washington. DC 20004-2037 

(202)879-9802 

(202) 783-1020 (Fax) 

Internet Mail: rcoonrodOq)b.org 
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Answer : According to Section 396(e)(1) of the Act, CPB is prohibited from 
compensating its officers or employees at an annual rate of pay which exceeds 
the rate of basic pay for level I of the Executive Schedule. In no instance has CPB 
supplemented the annual rate of pay of CPB executives, officers or employees 
such as through bonuses or other supplemental pay that would violate the 
Section 396(e)(1) salary cap. 

2. What is CPB^s view as to the permissibility of CPB. PBS or NPR distributing 

total compensation to its officers or employees that exceeds the Section 396 salary 
cap? 

Answer : CPB believes that the statutory provisions set forth at Section 396(e)(1) 
and Section 396(k)(9) of the Act restrict the base salary which an officer or 
employee of CPB, PBS or NPR might receive in a given year. The statute does 
not specitically address supplemental forms of compensation such as bonuses. 
For the reasons set forth in the attached materials, CPB also believes that 
bonuses are not prohibited by the Act, so long as they are imexpected, imusual or 
extraordinary, even if they otherwise exceed 5\e Section 396 salary caps. 

3. Please describe each instance where CPB has sought, or plans to seek, legal 
advice as to the permissibility of distributing total compensation to an officer or 
employee that exceeds the Section 396 salary cap. Please indicate who, if anyone. 

provided or will provide such legal advice, In addition, please summarize the 

findings of such legal advice. 

Answer : CPB has relied on opinions of its in-house coimsel to interpret the 
statutory salary cap provisions. In addition to opinions that have been verbally 
sought and provided on many occasions, CPB has identified two written 
memoranda prepared by in-house coimsel that provide interpretations of the 
statute. One memorandum is dated January 6, 1988, and the other 
memorandum is dated February 18, 1994. CPB also has in its possession a legal 
opinion dated, April 21, 1980, from an outside law firm addressed to an 
Associate General Coimsel of PBS. While this outside law firm's legal opinion 
was not provided directiy from the firm to CPB, CPB has been persuaded by its 
analysis and has relied on it from time to time. We have attadied hereto a copy 
of this legal opinion. 

CPB's internal communications with counsel are protected, confidential 
communications. CPB believes that it would be improper to disclose such 
confidential communications, but in order to provide you with a description of 
the nature of the documents, the following summary is provided. One of the 



51-477 - 98 - 3 n v ^ k 

Digitized by 



Google 



62 



The Honorable Thomas J. Bliley, Jr. 
February 13, 1998 
Page Three 

two memoranda supports the position that supplemental pay such as a bonus 
does not violate the salary cap as long as the bonus is neither expected, nor 
routine, but rather reflects an unusual, unexpected or extraordinary payment. 
The other memorandum is exploratory in nature and merely sets forth the 
issues involved. 

4. Please describe each instance in which PBS or NPR has advanced to CPB a 

legal claim or argument that PBS or NPR may distribute total compensatjon to 

an nfficpr or employee that exceeds the Sertinn 396 aalaty rap. To the extent such 
a claim or argument was made to CPB in writing, please provide a copy of such 
legal claim or argument. Please also describe CPB^s response to any such claims 

or arguments. 

Answer : Although PBS and NPR have supported their positions verbally on 
many occasions, both have also provided to CPB written legal claims or 
argiunents on this issue. PBS has set forth its position in the following letters: 
(a) January 30, 1984 letter from Lawrence A. Horn, PBS Senior Vice President 
and General Counsel, to Linda C. Dorian, CPB Vice President, General Counsel 
and Secretary; (b) December 14, 1987 letter from Alfred R. Stem, PBS Chairman 
of the Board of Directors, to Donald E. Ledwig, CPB President and Chief 
Executive Officer; and (c) June 21, 1989 letter from Paula A. Jameson, PBS Senior 
Vice President, General Counsel and Secretary, to Paul E. Symczak, CPB Vice 
President, General Counsel and Secretary. NPR has set forth its position in a 
December 14, 1987 letter from Douglas J. Bennet, NPR President, to Doiudd E. 
Ledwig, CPB President and Chief Executive Officer. In 1996, CPB engaged in 
several telephone calls with both PBS and NPR in which each defended their 
most recent incidents of supplemental pay to CPB's satisfaction. We have 
attached hereto a copy of each of the referenced written communications from 
PBS and NPR. CPB's responses to the Stem letter and to the Bennet letter, as 
well as CPB inquiries that triggered the PBS and NPR letters, are also attached 
hereto. 

5. Please describe what assurances CPB receives on an annual basis from PBS 
and NPR that their compensation plans are permissible under Section 396. 

Answer : CPB requires PBS and NPR to provide an annual statement certifying 
that each organization, as of the date of die certification, is in con^liance with 
Section 396(k)(9) of die Act CPB also reviews the federal income tax filings of 
each of these organizations for indications of salary cap violations. 

6. Please describe each instance where CPB was aware that PBS and NPR had 
distributed total compensation to an officer or employee that exceeded tfie 
Section 396 salary cap. 
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Answer: Since implementation of the salary cap, CPB believes that PBS and NPR 
have distributed total compensation exceeding the Section 3% salary cap in the 
following instances: (a) 1982: one PBS officer; (b) 1986: PBS President; (c) 1986: 
one NPR employee; (d) 1989: PBS President; (e) 1994: one NPR employee; (f) 
1995: one NPR employee; (g) 1996: six PBS employees; and (h) 1996: two NPR 
employees. In addition, CTB has recently learned that PBS Enterprises has paid 
an employee several bonuses. These bonuses had not previously been reported 
to CPB because they are not subject to the salary cap. In one year, this PBS 
Enterprises employee may have received a small percentage of his salary from 
PBS itself. However, the amoimt of compensation paid by PBS did not approach 
the salary cap. In addition, CPB has also recently learned that in 1990 NPR 
provided a Ufet insurance benefit to its President that did not constitute a cash 
bonus. CPB has also recently been informed that for FY 1997, PBS has provided 
bonuses toicfiir employees that, when combined with the recipients' base pay, 
will exceed the Section 396 salary cap. We were also just informed that for FY 
1997 NPR has provided supplemental compensation to one employee, that, 
when combined with the recipient's base pay, will exceed the ScKZtion 396 salary 
cap. 

When questions arise about supplement payments, CPB seeks further 
assurances from both NPR and PBS that such payments do not violate the 
statutory salary cap. It is also important to note that instances of supplemental 
pay exceeding the salary cap when combined with base salary are relatively rare. 
In the last 19 years, assuming that PBS, NPR and CPB employ a total of 32 
officers (the combined 1997 total), 97% of all officer salaries were below the salary 
cap, even when any supplemental compensation is added to their base salary. 
Moreover, in no year does the average salary of officers of CPB, PBS or NPR 
even approach the salary cap. CPB believes that this is directly attributable to 
responsible compliance with the salary cap by CPB, PBS and NPR. 

Thank you for the opportunity to provide you with CPB's views on these 
matters. 



Sincerely, 




Robert T. Coonrod 

President & Chief Executive Officer 
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Justin Lilley, Esq. 
Telecommunkations Counsel 
Committee on Commerce 
VS. House of Representatives 
316 Ford House Office Bldg. 
Washington, DC 20515 

Mark Paoletta, Esq. 

General Counsel for Oversight and 

Investigations 
Committee on Commerce 
Room 2125 Raybum House Office Bldg. 
Washington, DC 20515 

Dear Justin and Mark: 

At our meeting on March 3, 1996, you requested certain additional 
information from die Public Broadcasting Service to supplement our response to 
Chairman Bliley and Representative Faxon of February 13, 1996 (the "February 
13 letter," a further copy of which is attached for your convenience). 

First, the Committee requested confirmation that PBS communicated with 
CPB concerning the 19% bonus payments described in the February 13 letter. 
This will confirm that Mr. Robert G. Ottenhoff, Chief Operating Officer of PBS, 
notified Mr. Robert T. Coonrod, dien Chief Operating Officer of the Corporation 
for Public Broadcasting, of such bonuses in one or more telephone conversations. 
This will further confirm that there was no additional written inquiry from CPB 
regarding such bonuses. 

Second, the Committee asked for further information concerning the 19% 
and 1997 bonuses, and, in particular, whether the granting of such bonuses in 
consecutive years constituted a new pattern. As Ms. Elizabeth Wolfe, Chief 
Financial Officer of PBS, discussed in detail at our meeting, the 19% and 1997 
bonuses are not part of an ongoing pattern or plan, but were awarded in each 
case as a result of the extraordinary achievements of each individual in that 
particular year. Attached as requested by Chris Knauer is a summary of those 
achievements %vith respect to each individual who received a bonus in 19% or 
1997. This information should be reviewed in connection with the February 13 
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letter, which provides a broader context. In particular, it is BBS's view that the 
events of 1996 and 1997 constituted watershed years for PBS and the culmination 
of major strategic changes instituted by Mr. Duggan, all as further described in 
the PBS Annual Report for 1997 furnished to you at our meeting and as further 
described in the Bliley letter. 

Finally, you inquired about past severance payments to PBS employees. 
As we stated at the meeting, PBS views severance payments as presenting a 
different issue than the issue of whether any PBS employees exceeded the Section 
396(k) salary cap. Severance payments are by definition one-time, unexpected, 
and unusual payments and as such do not constitute part of any individual 
employee's basic rate of pay. Severance payments are made in a variety of 
drcimistances, and often constitute settlement of any possible legal claims. In 
addition, severance arrangements are sometimes highly sensitive from the 
standpoint of personal privacy and as a result they are often subject to 
confidentiality agreements. We would be happy to discuss an arrangement by 
which we would disclose this further information to you that is respectful of 
these concerns. 

1 hope this information resolves any remaining concerns. If you have any 
further questions please give me a call or contact Rod DeArment or Gerry 
Waldron at Covington & Burling at (202) 662-6000. 



Thank you for your consideration. 



Sincerely yours. 



Gregory Ferenbach 
Vice President and Acting 
General Counsel 



Enclosures 



Chris Knauer, Investigator 
Colin G. Campbell, Chair, 

PBS Board of Directors 
Milton P. Wilkins, Chair 

Compensation Subcommittee 
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The Committee has asked for fuitfier clarification about the cixcumstances under 
which bonuses were paid to certain PBS executives in 1996 and 1997. Fiscal years 
19% and 1997 were tJoth extraordinary years for PBS. In financial terms, th^ were 
unmatched by any in PBS history. Revenue growth in 1996 of $13 million equaled 
the total growth achieved for FY 1992 through FY 1995 combined. Then, in FY 1997, 
revenue grew by another $47 million: 

PB$Pu4get|pqp^a?es 

FY 1992 $174milUon 

FY 1993 $175 million 

FY 1994 $182milUon 

FY 1995 $187 million 

FY 19% $200 million 

FY 1997 $247milUon 

Extraordinary Bonuses in 1996 

In 19%, under the leadership of Ervin Duggan, PBS fully committed itself to a plan 
of growth. This entailed the development of a new strategic plan to leverage PBS's 
assets of content, distribution, brand recognition and economies of scale (the 
"Station Equity Model"). The plan also required PBS to change many of its business 
practices and to re-negotiate production agreements with its producers, many of 
which are also member stations. These changes are discussed in more detail in the 
letter from Colin Campbell and Milton Wilkins to Chairman Bliley and 
Representative Paxon dated February 13, 1996. The following executives were 
awarded bonuses for 19%, all as furdier described in the attachments to that letter: 

Ervin Duyyaiu Mr. Duggan, President and CEO, provided the vision for the new 
growth strategy. FY 19% financial results included growth in revenue of $13 million 
and a surplus of $4.7 million that was then designated by the PBS Board to support 
die Station Equity Model. 

Peter Downey; Mr. Downey, Senior Vice President, Business Affairs, led initiatives 
to change PBS business practices by steering a Board level Program Task Force, re- 
visiting underwriting policies and leading sensitive negotiations with PBS 
producers. 

John Hollar : Mr. Hollar, Executive Vice President, Learning Ventures, successfully 
initiated the Readers' Digest alliance under which Readers Digest committed up to 
$15 million annually for new programming for five years. This joint venture was 
one of the first strategic alliances anticipated by the Station Equity Model. John was 
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also i€8pon8ible for PBS QNUNB9 whidi was Uundied m FY 19% to wide critka^ 
acdajm. 

Robert Ottenhoff : Mr. Ottenhoff, in his capacity as Chief Operating Officer, was a 
key leader in devdopment of AeStation Equity Model and the related four year 
National Program Service growtiK plan. Mr. Ottenhoff also led the initiative to 
provide new DBS services to four satellite carriers in late FY 1996 (DirectTV, 
AlphaStar, EchoStar and PlrimeStar). 

EricSass : Mr. SasSr Senior Vice President PBS Learning Media, successfully 
launched the PBS home video catalog, which quickly surpassed its projections and 
became profitable in one year. The catalog is now generating over $2 million in net 
income, and this revenue is used to fund more national programming. 

^l^-ah^l^ w<^fA- Ms. Wolfe, Chief Financial Officer, co-chaired a cross- 
departmental team that did research, analysis and business planning for the Station 
Equity Model. New investment strategies initiated by her in 1996 also resulted in 
increased investment income to PBS of $1 million in FY 1996. 

Extraordinary Bonuses in 1997 

In 1997, PBS lost its most valuable tangible asset- the satellite transponders 
constituting the public television interconnection system - valued at over $77 
million. Faced with the prospect of extraordinary financial losses, under 
Mr. Duggan's leadership, PK "stayed the course" and again achieved 
unprecedented success. 

Ervin Duy yan: Mr. Duggan was awarded a further bonus for extraordinary results 
in 1997 under the new strategic plan while at the same time overcoming the satellite 
disaster. In FY 1997, revenue increased by $47 million, PBS's investment in the NPS 
was increased by 16%, and the revenue-generating areas of PBS generated $11 
million in net income, as compared to $2.5 million in 19%. 

lohn Hollan Mr. Hollar launched The Business Channel®, a joint venture with a 
Fortune 500 company, which provided $7.5 million in new revenue directly to PBS 
in FY 1997. 

Kathy Ouattrone: Ms. Quattrone completed an extraordinary first year as Chief 
Program Executive of PBS, after the position was vacant for 18 montiis. The 
National Program Service had an exceptional year, %vith an unusual nimiber of 
awards and an increase in audience ratings at time when most broadcasters were 
experiencing decreases. 

Robert Ottenhoff; As Chief Operating Officer, Mr. Ottenhoff was responsible for 
managing the satellite disaster recovery and transition team. 
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The Honorable Tom BlUey 
The Honorable Bill PSaxon 
VS. House of Representatives 
• Committee on Commeice 
Room 2125, Raybum House Office Building 
Washington, DC 20515^115 

Dear Chairman Bliley and Rep. Ftoum: 

On January 29 you requested information regarding employee compensation 
from Ervin S. Duggan, President of the Public Broadcasting Service ("PES"). 
Since the Compensation Cbnunittee of the PBS Board of Directors is responsible 
for establishing the compensation of Mr. Duggan and other senior PBS 
executives, we are happy to respond to your inquiry. 

The PBS Board of Directors has a fiduciary obligation, on behalf of this private, 
nonprofit corporation, to ensure that PBS is able to recruit and reward skilled 
professionals. At the same time, we are responsible for ensuring that this 
corporation complies with all relevant legal obligations. We want to assure you 
and the other m ember s of the Committee that this Board is diligent and dutiful in 
its efforts to abide by applicable law. 

As you note in your letter. Section 396(k) of the Communications Act provides 
that a PBS employee's "annual rate of pay" cannot exceed the "rate of liask: pay" 
for an Executive Level 1 Federal employee. The compensation policies of PBS are 
consistent with this provision, since annual salary rates are at or below Level I. 
The Board has consistently been advised by outside counsel that the payment of 
bonuses by PBS for exceptional achievements is not restricted by Section 396(k) 
so long as such payments constitute genuine bonuses — that is,, so long as they 
represent non-regular, extraordinary and unexpected payments baaed, for 
example, on a specific determination of exceptionally meritorious service. 
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Accordingly, the PBS Board of Directors has from time to time used bonuses as a 
means of rewarding exceptional performance. The payment of these bonuses is 
fully disclosed in the attached materials and we have attached full and complete 
answers to all of your questions. In additioiv this letter is intended to provide 
further background that may be useful to the Committee. 

As you may know, in recent years congressional support for PBS and public 
television has declined from a high of more than 30 percent of total support to 
less than 15 percent. The Congress of the United States, moreover, has 
repeatedly encouraged public broadcasters to seek new revenue sources through 
entrepreneurial activities. While federal funding remains vital to public 
broadcasting, the executives of PBS undertook extraordinary efforts in 19% and 
1997 and achieved exceptional progress toward strengthening PBS's financial 
positior. 

Let us cite several examples of these efforts in 19% and 1997. The Board 
considered each of these achievements extraordinary, and awarded bonuses to 
the leaders responsible. 

• In 19% PBS management implemented a new strategic plan designed to 
maximize entrepreneurial efforts and bring increased resources to the 
backbone of our enterprise, the National Program Service. This plan, called 
the "Station Equity Model," included aggressive goals to achieve a 50% 
increase in the programming budget over four years following three years of 
flat funding. As a result, PBS's operating revenues at the end of fiscal 1997 
had grown by almost $47 million over fiscal 19% and $60 million over fiscal 
1995, a 32% increase over two years. PBS's dramatically improved financial 
performance was a direct result of these new entrepreneurial initiatives and is 
unprecedented in the history of PBS. 

• In 19% PBS management began to revolutionize its business practices with 
regard to the acquisition of program rights. For most of its history, PBS was 
basically a grant-making institution; now, to ensure that public tdevision 
gamers an appropriate return for its investment in programs, PBS negotiates 
much more demanding revenue-sharing arrangements than in the past. An 
example of these efforts is Arthur, one of the country's most popular 
children's programs. Effecting this fundamental change has been a 
controversial and daunting challenge, but the Board believes strongly that 



Digitized by 



Google 



71 



The Honorable Tom Bliley 
The Honorable Bill Paxon 
February 13, 1998 
Page 3 



PBS management is succeeding impressively in striking the proper balance 
between being frugal stewards of public resources and obtaining a fair return 
on investments. 

The 1996 launch of PBS ONLINE, one of the most popular, respected and 
valued sites on the Worldwide Web has been, in the Board's judgment 
another extraordinary strategic achievement PBS ONLINE has been a strong 
magnet attracting important partnerships with the country's leading 
technology companies, including Intel, Netscape, Microsoft's WebTV, 
WavePhore and Harris Corporation. PBS ONLINE has won numerous 
awards and was ranked as one of the three best educational sites on the 
Internet (with NASA and National Geographic) by Dun and Bradstreet's 
respected MDR research division. 

In 1997, as part of the Station Equity Model, PBS aggressively sought 
innovative alliances with the private, for-profit sector. Striking the right 
balance of public service and private gain in th^se transactions was an 
enormous challenge for management yet PBS succeeded in forging creative 
strategic alliances with some of the country's most respected media 
corporations, including Turner Home Entertainment (now Warner 
HomeVideo), The Walt Disney Company's Buena Vista Television, The 
Reader's Digest Association, The Williams Companies, United Media 
Licensing, and Warner Bros. Records. These new alliances have enabled PBS 
to develop and grow a major home video marketing business (which now 
earns millions of dollars in net revenue each year), launch an innovative 
business education and workplace training service (PBS The Business 
Channel), a product licensing initiative, new program production and 
syndication activities, and a record label (PBS Records). 

PBS's future is directly tied to its programming vision and the successful 
execution of that vision. Our national programming enjoyed extraordinary 
successes in 1997 during which PBS introduced new and innovative 
programs. Among those programs were Ken Bums's TTiomus /ejjb^son, TR, 
The Living Edtns and Arthur. These and many other programs that aired last 
year garnered extraordinary critical acclaim and an unusual number of 
awards. PBS won more Peabody awards and children's daytime Emmy 
awards, for example than all other broadcast networks combined. PBS 
developed a new children's programming initiative, which has resulted in 
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PBS programs being ranked 1-2-3 among preschoolers, as well as the launch 
of widely praised programs for older children such as Wishbone and Kratts' 
Creatures. PBS and its member stations also witnessed substantial growth in 
public television's audiences at a time when other broadcasters experienced 
significant declines in their audiences. 

• Finally, one of PBS management's recent unprecedented accomplishments 
was the extraordinary recovery from an abrupt and total collapse in January 
1997 of the Telstar 401 satellite. Telstar 401 housed PBS's seven federally- 
funded transponders, the distribution system for the entire PBS network. The 
implementation — within less than 25 minutes— of PBS's Satellite Service 
Recovery Plan ensured the uninterrupted flow of essential programming to 
PBS member stations. PBS was then able to re-acquire the equivalent satellite 
capabilities at a louvr total replacement cost to PBS titan existed before tlie disaster. 
To the great credit of PBS, the public was unaware of an event that could 
have seriously disrupted all service and destroyed PBS's limited financial 
reserves. 

The PBS Board of Directors includes many current and former chief executives of 
major American corporations, as well as experienced leaders from the nonprofit 
sector and American political life. (A list of the Board of Directors and their 
affiliations is attached.) As we have indicated to you in visits and other 
discussions, our Board is unanimous in its judgment that — given the reduced 
involvement of Congress in funding public television on a percentage basis, and 
the entrepreneurial mandate suggested to PBS by Congress — the salary cap 
constitutes an unwarranted and obsolete handicap on the ability of PBS to attract 
and reward key executives and to progress in its new direction. While the cap 
exists, however, we will continue to abide by it and to make full disclosure of 
any occasional bonuses paid for extraordinary performance. Our Directors also 
agree that, despite the salary cap's unusual restriction upon our ability to recruit 
and reward talented executives, PBS's management team has recently been 
successful beyond any reasonable expectations in bringing new energy, 
resources, practices and alliances to PBS's unique nonprofit, public-service 
mission of education, culture and citizenship. And they have performed this feat 
amidst enormous financial, creative, technical and competitive challenges. 
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We are confident that this letter and the aicached infonnation will attest that PBS 
appropriately compensates its employees and that its actions are fully in keeping 
with existing law and with the intent of Congress in 1979. 



Sincerely, 



Colin CCampbeU ^ 
Chairman of ttie Board 




Jr. 
ition Committee 



Attachments 



The Honorable John D. Dingell 
The Honorable W.J. "Billy" Tauzin 
The Honorable Edward J. M arkey 
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PBS RttppMCT to liniiary Z9, IM LcttCLfam 

Chainnait Bliley and RgptiMMitativg Paaton 



Ougation 1: Please list each instance where PBS has distributed, or plans to 
distribute, to an officer or employee total compensation (which includes, but is 
not limited to, base salary, bonuses and other supplemental pay) that exceeds the 
Section 396 salary cap. In doing so, please list the officer's or employee's: (a) 
name; (b) position; (c) base salary; and (d) any bonus and/or other supplemental 
pay. 

Sfifi attached chart of PBS bonus history. 



Qucsftion 2; What is PBS's view as to the permissibility of distributing total 
compensation to an officer or employee that exceeds the Section 3% salary cap? 

Anaweg The Section 396 (k) salary cap provides that a PBS employee's 

"annual rate of pay** cannot exceed the "rate of basic pay" for an Executive Level I 
Federal employee. The payment of bonuses by PBS to its officers and employees 
is not restricted by Section 3% (k) so long as such payments constitute genuine 
bonuses — that is, so long as they represent nonregular, extraordinary and 
unexpected payments based, for example, on a determination of particulariy 
meritorious service. 



Question 3! Please describe each instance where PBS has sought, or plans to 
seek, legal advtee as to the permissibility of distributing total compensation to an 
officer or employee that exceeds the Sectkxi 3% salary cap. Please indicate who, 
if anyone, provided or will provide such legal advice. In addition, please 
summarize the findings of such legal advice. 

Answec PBS has generally sought legal advice on the Section 3% (k) 

salary cap when it has considered the payment of bonuses to senior officers and 
employees. The subject and the applicable legislative history have also been 
thocoughiy reviewed by various counsel on a number of occasions. Without 
waiving our rig^ to the attomey-dient privilege, we have outlined bek>w the 
instances in which PBS obtained written legal advk3e on Section 396 (k) from 
outside counsel, and have provided a summary of that advice: 
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Dale of Legal 
Advioe 


nofli Altonic3frLaw 


Smiunafy tti Advice on 
Scctioa396ik) 




April 21, 1900 


James W.Jones 
Amold&Porter 


consistent with 


May 15, 1982 


JamesW.Jones 1 consistent with 1 
1 Arnold 4c Porter |answer2above I 




July ^ 1965 NdfinanSinel 1 cflnsisienf %vith 1 
Amold4cPorter | answer 2 above I 




November 19, 1966 


NocmanSinel 
Arnold 4c Porter 


consistent with 
answer 2 above 




October 16, 1967 


Norman Sinel 
Arnold 4c Porter 


consistent with 
answer 2 above 




July 19, 1996 


AmyMooie 
Covkigton 4c BurUng 


consistent with 
answer 2 above 




August 8, 1997 


AmyMooie 
Covinicton 4c Burling 


consistent with 
answer 2 above 




January 14, 1998 


AmyMooie 
Covington 4c Burling 


consistent %vith 
answer 2 above 



Please dceciibe each Instance in which PBS has advanced to CPB 
a legal daim or argument tliat PBS may distribute total compensation to an 
officer ore mp i o ye e ttiat eatoeeds the Section 396 salary cap. To the extend such a 
daim or argument was made to CPB in writing, please provide a copy of such 
legal daim or argument Please also describe OVs response to any such daims 



Aiiswen PBS responded to inquiries from CPB legarding Section 396 on 

tfareeoa a a i ong January 30, 1984; Deoember 14, 1987; and June 21, 1969. CPB 
r espo n d ed only to Pas's December 14^ 1987 letter and indkaled in its response 
c lite c l January 27, 1986w that PBys explanation was not incons ist en t wUh the law. 
Copies of these ipor l ettefs are attadied. 

I PBS provides CPB on an annual 
p nnaer necuon ^s^. 

PBS pnf9Uit% to CPB, on oie ioni provided by CPB, m^ annual 
f is in compiianoe wiili Section 396(k) of the 
iActofl934. 
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PBS Ponut Hiscory 
1979toPreMnt 



Year Nti 



SupploDOKal Execudvc Level I 
BMcSahry Par* S«b»y 



19t2 Luty Groanua Picsidaa, CEO 



$69,630 StOJOaO $69,630 



1913 


NdHldifcr 


Senior VP 


$69,000 


$5,500 


$69,630 


1984 








None 




1915 








None 




19S6 


Brace Ghfuunm 


PKsidett.CEO 


$16,200 


$30,000 


$$6^00 




Ncaifehier 


GEO.PBSEmeiprises 


$M,200 


$10,000 


$•6,200 


19t7 








Nooe 




19tt 








None 




1919 


Brace Ghfuunm 




199,500 


$20,000 


$99,500 



19t9 Neailahicr 



GOO, PBS 



$91,000 $11,500 $99,500 
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Ywr Nt 



BweSAty P>y* 



Esccative Lcvd I 



wn 






NOM 




ifn 






NOM 




1994 






None 




1995 






None 




199t PterDowM7 


ScokirVP 


$129,400 


$25,910** 


$141,400 


ErTi.Daa» 




S14t.400 


$45,000^ 


$141,400 


jolaHollir 


EncomcVP 


Sl3t.000 


$30700*» 


$141,400 


RflbmOBahaff 


EncomcVP.COO 


$143,000 


$2f.95<r» 


$141,400 


EhcSw 


ScokirVP 


$129,400 


$32.410»» 


$141,400 


BbibcikWolie 


ScoaorVP.CTO.TraMin 


r $12M00 


$23,945 


$14t.400 


1997 Eni^Daa^ 


Piaida».CEO 


$141,400 


$37,000 


$141,400 


jolaHollir 


EncotncVP 


$141,977 


$24,000 


$141,400 


K«k7Q.«n». 


.--.V, 


$135,417 


$24,000 


$141,400 


HobmOiuakiff 


EiBMmcVP.COO 


$147300 


$24,500 


$l4t.400 



Doci MX iadade pajTBHts fer fcOKBca^ hakh care liie H 
oiktr tmrkfftthrmrfmi 

* T oMi boaat coHpnMd oi two pajTBcan. a 
Dowwjr $4,000 mmi S21.9I0 
Dbbbb $tO-000 and $2SjOOO. 
Holv $iauOOOO avl $20/00 
Ormhnff $5,400 mmi $23,550 
S«it3jOQOaMl $29,410 
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Ougation l.* Please list each instance where PBS has cUstributect or plans to 
distribute, to an officer or employee total compensation (which includes, but is 
not limited to, base salary, bonuses and other supplemental pay) that exceeds the 
Section 396 salaiy cap. In doing so, please list the officer's or employee's: (a) 
name; (b) position; (c) base salary; and (d) any bonus and/or other supplemental 
pay. 



AiMweis 



Sfifi attached chart of PBS bonus history. 



QugsHon 2s What is PBS's view as to the permissibility of distributing total 
compensation to an officer or employee that exceeds the Section 3% salary cap? 



The Section 396 (k) salary cap provides that a PBS employee's 
"annual rate of pay" cannot exceed the "rate of basic pay" for an Executive Level I 
Federal employee. The payment of bonuses by PBS to its officers and employees 
is not restricted by Section 3% (k) so long as such payments constitute genuine 
bonuses — that is, so long as they represent noiiregidar, extraordinary and 
unexpected payments based, for example, on a determination of partkrulariy 
meritorious service. 



QugsHon 2; Please describe each instance where PBS has sought, or plans to 
seek, legal advice as to the permissibility of distributing total compensation to an 
officer or employee that exceeds the Section 3% salary cap. Please indicate who, 
if anyone, provided or will provide such legal advice. In addition, please 
summarize the findings of such legal advice. 



PBS has generally sought legal advk» on the Section 396 (k) 
salary cap when it has considered the payment of bonuses to senior officers and 
employees. The subject and the applicable legislative history have also been 
thoroughly feviewed by various counsel on a number of occasions. Wthout 
waiving our rig^ to the attomey-dient privilege* we have outlined below the 
instances in which PBS obtained written legal advice on Section 396 (k) from 
outside counsel, and have provided a summary of that advice: 
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Dale Of Legal 
Advice 


From AUomey/Law 
Firm 


Summaiy of Advice on 
Section 396 (k) 


April 21, 1900 


James W.Jones 
Arnold ^Porter 


consistent with 


Mayl5,1982 1 James W. Jones 1 consistent with 1 
Amold&Porter | answer 2 above 1 


July ^ 1965 Nonnan Sinel 
Arnold ftPbrter 


consistent with 1 
answer 2 above | 


November 19, 1966 Nonnan Sinel 
Arnold & Porter 


consistent with 
answer 2 above 




October 16, 1987 


Nonnan Sinel 
Arnold ^Porter 


consistent with 
answer 2 above 




July 19, 1996 


Amy Moore 
Covinj;ton & Burling 


consistent with 
answer 2 above 




August 8, 1997 


AmyMooie 
Covington Sc Burling 


consistent with 
answer 2 atx>ve 




January 14, 1998 


Amy Moore 
Covington Sc Burling 


consistent with 





Question 4: Please describe each instance in which PBS has advanced to CPB 
a legal daim or argument that PBS may distribute total compensation to an 
officer or employee that exceeds the Section 3% salary cap. To the extend such a 
daim or argument was made to CPB in writing, please provide a copy of such 
legal daim or argument Please also describe CPB's response to any such claims 
or arguments. 

Answeg PBS re^xxided to inquiries from CPB regarding Section 396 on 

three occasions: January 30, 1964; December 14, 1987; and June 21, 1909. CPB 
r espo n d ed only to Pas's December 14, 1967 letter and indicated in its response 
dated January 27, 1906, that PBS's explanaHon was not inconsistent with the law. 
Copies of these four letters are attached. 



Please describe wtiat assurances PBS p rovides CPB on an annual 
basis thatPBffs com p en s ation plans are permissible uiHler Section 396. 

Answec PBS provides to CPB, on the form provided by CPB, an annual 

certification that the company is in compBanoe %vith Section 396(k) of the 
Comnumkations Act of 1934. 
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PBS Bonus History 
1979 to Present 



BoousorOdMr 
Sapflemttaui Esecudve Levd I 



Year 


Ntme 


PbMioo 


B^SJMiY 


Pmy* 


Sd.rr 


1979 








Nooe 




19t0 








None 




19tl 








None 





19t2 LanyC 



$69,630 $10,000 



I9t3 


NdHldifcr SeniorVP 


S69.000 


$5,500 


$69,630 


1984 






None 




19tS 






None 




19S6 




$S6.200 


$30,000 


$86,200 




NeaMahrer CEO. PBS Emerprises 


$14,200 


$10,000 


$86,200 


19t7 






None 




19tt 






Nooe 




1919 


BniceGhri«cn« PKsidaa.CEO 


$99,300 


$20,000 


$99,500 



1989 Ncailahicr 



CEO, PBS Eoteipriscs: 
COO. PBS 



$98,000 $18,500 



$99,500 
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BoonsorOilMr 
Suppltmmral Emcuuvw Uv«l I 
Ywr Name Powtioo BmcMmt Pty* Satory 



IfM PterDoww7 ScomtVP SU9.400 t2S.fiO^ SI4M00 



EfvmDaVB PiaidaK.CEO SMMOO I4«j009^ SMMOO 



EmcmwcVP SlJtjOOO 00,700** SMMOO 



EofcmOrmhnff Emcmwc VP. COO S14)jOQO tlUV %U$AOO 



ScoaorVP SU9,««0 tlMlO^ fMt^MO 



kW«lb Sto«»rVP.CK>,T 11 III SUiJOO SZI.M» fMl;^400 



fHt^«0 117^00 fMt«400 



EMCMncVP fMU07 »a» fMl;^400 



st3%0t7 m^m ttmjm 



kW,ocx> m^j« »a» 



^iiMiii i.Bbi 
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FBS 



PUBLIC ■■OADCACTlWGSHIVlCEBOABDOFDIMCTO« 

MMtanBAndMBM W. Waym Godwin Gmv 

iMf nuiniiiiiin. WibwriM Piwidint andGvimi 

EductfonlTaiMonMiunicMions Mragw.WCCT WQEOPMibugh 

CoMiMHion GfMlw CncjnnH TdMiMn PHAuvpli, nnnt)ilMiiit 



I.Ohio JmimAP 

MMvAndMon PiwidMt«aiWEMCUlM(Mov 

Edfer HQptSGfMnfVinCMnMn) KTCAMTO 

FMMOE PraMMt Tw*i CWw PMMc TUM iUP W . Inc. 

NNrYort(.NNrYorti VWnontPTV.Inc StP 




SoniiPimi 

OmiiLN 

QwwilM—gtf. KWSUKTNMr SoulNMMmM TAptoV 

runvn, WHnnBBn ivpiwraiQraMBnnBngMi, ih 
• LB 
FdnMrCMnmnAChM EnculiM SusanHowvth 
OKem.Km EMCuNMOirMkii 

PrinoMon, Niw Jtntf Ailunsn &lmionil TslMiMn Ntiwofk \WmI Vliyinis &lmionil BRMdcMHng 

KtpNMnlno Niw iWMy NMwofk ConiMf , AilnnsM AuVMVIly 

CiMrtNlon, \WmI Vii9Mi 
Laim Hwy ihyMn Toin Hom 

FowmfStniorVloi PiM lJ X Oiraclor«G«MralMM«gw JMiMaRiOfdin 

KfMwork ThtUMMmyafNoftiCaralM FdmwrViotChiimMn 

|jnAigriM.Critonii Caniw to Public T tltwWon MaMCapontoi 

ttfmtrtmtQ KCET Lm AnQMM nMMfcn Tritnglv Pwli, Nofti CmIm New Yortc, Niw Yoik 



CofnaC«npM(CMnMn) MbMo togOK StaranP.f 

PiMidM PutMMr.EINuMoHmidwd PiwdwlAChMEMCUlM(Mow.\l«ETA 

RochMlw BRMWt Fund Vm PiMidMMnlMMlioMi RsMiont, Tns GmtK wMhkiQtan EduoilOMl 

Niw Yort(, Niw Yoik Tns NMnM Hmid TdMonnnunicBlons AMOCMion, Inc. 

Muni, Floridi WMhinQlon, O.C. 
MCMm 



r.KUHT 

HouMonPUHcTilwiiion PMps-SMM Fund NwYoikUnlMnlly 

HoMlon, TnM New Yoik. Niw Yoik Niw Yoik. Niw Yoik 

ivprnwlno WMET. Nm Yoik. Nm Yofk 
OnidLOW 

nvinPII • Mmwmm MVHyVi , fflVW 

Ti ffliiii ■*--»-*■- Y^la^^M ■ Cki^ ^nmniM^nn rii^ai B^m^^^m^ 

IfroHi ^BK TMpMC VC rnNU IXVponMn rOnMr rTWOm 

EMnMb.ln«m CNeigB.anaii ChubbUbMwIoi 



ErAi&OuQQin MHy Y. iHtoi^n npiwMinoNMiHMipflin 

PiMUMl4ChWEMOUlMOHov Obvdv. SMiVoiunlMrSinAM AMcTolnWon 





AInMdrti, Vivginis HonolidH,HMni SttHyTopol 

nwidM^ Tflpol Qmpi nc. mo 
FndCEipii 
Q«itiilMm0V.KUED 

MlJl»air.UMi 

VivglnaFaK 




NpNMnIno NETC at LOHli 
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Jim ry 30, 1984 



linda C. Dorian 

Vict ?rtsidtfit 

3«ntrai Counsel and S«crttary 

Corporation for Public 

Sroadeaating 
Ull SixtMnth Straat, H.v. 
Washington, O.C. 2003C 

Oaar Linda t 

Toa hava aafead aa to adviaa yoa of tlia lagal baais for FBS*s 
daeiaion (a) to aaka eaab bonua M^mtdn to eartain FM officara in 
aaounta, «#bieb, if tbay had baan part of tbeaa officara' ragular 
eoapanaation, would hava cauaad tha rata of pay «#bieb auch officara 
«#ottld noraally racaiva to axcaad tha aalary cap iapooad on officara or 
aaployaaa of PBS undar Saction 39<(k)(10) of tba Co— unicationa Act, 
aa aaandad, and (b) to of far a no-intaraat aacurad loan to anabla 
PBS 'a rraaidant to parcbaaa a bouaa in tba waabington, O.C, araa. You 
and Z hava diaeuaaad thaaa aattara on aacliar oeeaaiona, and X aa 
plaaaad to hava tbia opportunity to pro^ida yoa with additional 
information. 

Bafora raaponding diractly to your qttaationa» a fav pralininary 
ranarka arain ordar. Tba quaationa yoa poaa aaaoaa tba validity of 
tba aalary cap iapoaad on officara and aaployaaa of 9WM undar 
Saction 3M(k)(10) of tba Co— unicationa Act, aa aaaadad, and va aball 
anawar on tbmt baaia. Zt aboald ba undaratoed» hemmwmt, that BBS doaa 
not aeeapt that asaoaption. Prior to ita racant aaandaant and at tba 
tiaa tha boouaaa and tba loan vara nada, Saction 39i(k)(10) providad 
aa followai 

*Faada aay not ba diatributad parauaat 
to tbia aobaaction to tba Bubllc Broadcaating 
Sartrlea oc National foblic Badio (or any 

taaoc organ iaat ion) unlaaa aaaoraneaa ara 
to tba Corporation tfoc Bablle 
ting] that no officac oc aaployaa of 
bile Bcoadcaating Sactr lea or National 
BNMio Badio (or any aoeeaaaoc orgaaisatioa) , 
aa tba caae aay -ba» will ba eoapanaatad at aa 
aaaaai rata of pay wbieb aaoaads tba rata of 
baaie pay in af fact f roa tiaa to tiaa for 
laaal Z of tba Bsaeativa Scbadala oadac 
aactioa 93ia of Titla S." 

Tbia proviaiOB baa Ic . baan oppo a ad by CVB and BBS oa tba groanda 
that it ia iaa^itabl- inappropriata» iapraetieal, oafBlr aad 
illagal. Za tbia cor ction» tba attaebad lagislativa biatacy and in 
particular tba raaark*. of CPB Chairaan «. JUlan Nallia will providt 
aoaa baekgroaad. 
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Linda C. OorUn, Ssquirt 
January 30 # 191 
?a9a 2 



Tha salary cap plaeas FBS at a sarioua diaadvantaga in astracsir.g 
tha bast axaeutiva talant in a highly coapatitiva aarkatplaea. siot 
only ia PBS at a diaadvantaga «#ith othar privata coapaniaa but with 
tha Padaral Govarraant as wall; for, whila tha salary cap lialts the 
pay seals of PBS offiears and aaployaas to that of exaeutiva Laval : 
officials, tha axcaptienal banafits givan to Padaral aaployaas in sht 
fora of pansionsv workars' eoapansation and othar banafits cannot ba 
aada available to FM aaployaas. Zndaad, eoapansation ineantivaa art 
in tha public intarast baeausa attracting sk Iliad individuals halps 
assura tha aost cost banaficial uaa of CFI funds to aehiava 
Congrassional purposas. Tha praaiua on aanagaaant skills in a 
nonprofit corporation is 9W9n graatar than in othar corporationa 
bacauaa tha aargln for arror ia lass* yat tha fiduciary and ochar 
lagal rasponsibilitiaa and dutiaa ara idantical. 

Thus, as aa aquitabla aattar, any eoaparlson batwaan tha salaritt 
for asactttiva branch officara and public broadcasting officials is 
sarieualy flanad aban ona ceosldars tha total o oapa n satioa and 
banafits package available to Bsacutlve Level X off leiala. Zn 
additioBv froa a buainaaa perspective, 9M, like all otfaec ncivate 
corporations, is governed, according to law, by a loaad of Dlrectora 
«#hich is solely and ultiaately responsible fdr Ita aetioaa. As such, 
tha Board ia uniquely poaitionad and qualified to deteraiaa 
appropriate levels of eoapensatlon and ia authorised to take* all othar 
actions on the corporation* a behalf. That reapenaibllity caaaot be 
shared with, delegated to or uaorped by an ootside body saeb aa 
Congraas. Za general, it ia aa inappropriate for Ooagress to fix tha 
aalarlaa of 9M officara aad uaployees aa it is for Ooagreaa to fix 
the aalariea of uaiveraity praaidenta, asecutivea of defense 
contractor a, syapbony orchestra condoctora, or other private 
recipients of Halted federal aupport. 

M a legal aattar, ras is not fader ally^char tared nor was It 
created under aay federal law. Rather, PBS ia a private corporation 
which ia aiaply a recipieet of CVB fuoda not unlike aay otiMS private 
entity wbieb recaivea directly or indirectly federal aupport of one 
fora oc anotlMst and CFB aupport repreaeata oaly a very saall 
percentage (Uaa than 3%) of ffBS'a fiseal year 1984 bu dfa t at that.!/ 
Moreover, the nature of 9BS*a baaineaa aakaa Ooagreaa' latraaioa into 
its corporate rasponsibilitiaa and discretion of aigaif ieaat 



1/ By its tariM, the aalary ?ap would not apply to 9BS at all if * 
received no grant funda froa JB« M it ia, the cap ia ovacbcoa^* 
purpectiag to eaatrol the uaa *of aoaiaa wall bayoad thoaa wbieh v.: 
provides. 
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Linda C. Dorian, Ssquira 
January 30, lfi4 
Pa9a 3 



Constitutional coneorn. PBS is rocponsibla for tlia aolaetion, 
scbadttling and distribution of prograaBing to bo aado availablo to 
broadcast lieonsoos. Por Congross to ontor into tbo day*to-daf 
businoss docisions o€ broadeastors, and to croato a lavsr vhicb could 
bo usod as an osprossion of dissatisfaction with proyraaBing to raducc 
tlio statora and iapodo tbo hieing power of public broadcasting is 
inconsistent witb tbo Pirst Aaandaont. Huf organisation under sucb a 
diract Oongroosiooal restriction aof fool constrained to avoid 
prograsMing or other actions that aigbt result in such further 
reductions, Zn the absence of soae clearly articulated and 
substantial governamital interest » broadcasters nay not be 
discriainated against in this fashion, 

nevertheless. Pit's view that the salary restriction is 
-inappropriate and illegal had nothing at ell to do with its decision 
to aake the cash bonus awards and offer the no-interest loan. PM has 
■ado every effort to assure that coaipensation to its officers and 
tnployees reaains within these liaitatioas, and in fact the 
eoapensation and benefits actually provided have not violated tbea. 
PBS has concluded, however, that these liaitations» -assuaing they are 
even valid, do not preclude additional eoapensation to the -estsat it 
is the result of (a) certain nonregular, extraordinary and unespected 
payaents basied, for esaapla, on a deteraination of particularly 
aeritorious service or (b) other foras of eoapoasation which are not 
considered "ordinary" incoae, such as aadical benefits » aaani ties. 



certain other types of deferred eoapoasation, certaia levels of life 
insurance and other fringe benefits. 

The particular eoapensation or benefits about which you have 
inquired are specifically cash bonuses to certain eaployees and a no- 
interest loan to the PBS Preaidoat for the purpoee of helping hia 
purchase a housa. Pollowing is an esplanation of the relevant legal 
and other baekgroand inforaation underlying thoee aetioaa. 

(a) Bnaaaas. The statutory provision does not liait the total 
coapensstioa waich an officer or eaployee of PBS or MPB aight receive 



in a given year bat rather restricts only the t)^dinary eoapoasation 
which saeh an officer or eaployee can receive.lf heeordiagly, the 
rests let ioa woald not apply to boaases or other p sye a ts which are not 



2/ That is aot to say an arguaent cannot be aada that 
intend d to liait the total eoapensation which a PBS or NfB office 
eaploy caa reeolvat however, the ac^^aaat fas that psopaaitioa 
not a * rsuasiva caa and in any even«»(saeh a liaitatioa wa ald b* 
difficult, if net iapoasible, to aeesurs. 
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Linda C. Dorian, -uir« 
January 30, if 14 
Pa9« 4 



usual or •xpoetod and ar« In txeasa of salary payaants which tha 
offiear or aaployaa would noraally raeaiva. This conclusion is bM99d 
on tha following t 

rirat, sueh un intarpratation bast coaperta «#lth tha languaga of 
tha statuta itaalf • miatavar alaa oay ba iafarrad f roa tha 
lagislatiTO history, tha languaga of tha statuta is qoita praciaa. Zt 
statas that no offiear or aaployaa of PIS or NPt any ba ooapansatad 
*at an annual rata of pay* in axcass of *tha rata of basic pay* sat in 
IsaeutiTO Schadttla Laval !• Proa its una of tha tara "annual rata of 
pay,* It aay ba fairly infarrad that Congrass aaant aoaathing othar 
than "total annual eeapansation,* for, had tha lattar baan intandad, 
nora aspansiva languaga could aasily hava baan uaad. In ooaaon 
parlanea (and» indaad, in statutory usaga aa daseribad in aara datail 
balov), tha tara "annual rata of pay" eonnetas a fixad aehaaa of 
coapansation which mn aaployaa aay lagitiaataly axpact to raeaiTO and 
with raaaaet to which ha has cartain lagal claias. An unaspactad and 
astraordlnary bonus payaant is not includad in an aaployaa 'a "annual 
rata of pay* —at laast mu tha tara is coaaonly uaad. 

Zndaad, tha lagislativa history of Sactioa 3f«(k) (10) in part 
suggasts tha eorractnass of this intarpratation. Zn raporting tha 
confaranea varsion of tha 1970 Aet to tha lousa* KapraaantatiTa Van 
Oaarlin obaarvad that tha bill liaitad *tha aalariaa of off ieara of 
CPl, PM and NPft . • . ." 123 Cong. Rae. iSSU (daily ad. Oct. 13, 
1970) (saphiBla addad). Althoogb tha word "aalaslaa" aight ba an 
aeeorata syaonya for tha tara "annual rata of pay,* it ia not noraally 
uaad to rafar to bonuaaa and othar axtraordinary payaanta to 
aapleyaaa. 



varioaa statutaa daaling with tha coapanaatioo of public 
aapleyaaa daaenatrata that wban Congraaa uaaa tha tara "rata of pay* 
or *pay rataa»* it doaa not aaan to ineluda bonua payaanta. Kathar* 
Congraaa uaaa thaaa taraa to rafar to tha ordinary coapanaation to 
which aa aaaiefaa ia aatitlad. 



Pos asaapla* S O.S.C. S S303(a) providaa aa foUowat 



tha Praaidant finds that tha gu 
rataa ia private eaterpciaa frea one or aoce 
oeeapatiotts in one or aere araaa or loeatioas 
are eo substantially above the oav ratea of 
tmWgY Wr f gMfttf t «« to handicap ~ 
sigaicieaatly tha oevernaent'a reen«ltaaat or 
retention of well-qualified individrAs . • . 
he » '» astahlish foe the areas or f- Tstioos 
htglbi * aiaiaoa rataa of haaie aav Ltr' one or 
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Linda C. OocUfi 
January 30, 1984 
9M9m 5 



nora qt%dm9 or lavals, occupational 9roups» 
sariaa, eXasaas* or subdiviaiona tharaof, and 
mmy oaka eorrasponding incraaaaa in all stap 
rataa of tha pay ranga for aaeb aucli group or 
lavaX. (Baphaaia addad.) 

Zn uaing tha tara *pay rataa* " Congraaa ^m9 rafarring to thoaa rataa 
aat forth in tha atatutory pay schadulaa idiieh aat tha rata of baaic 
pay to «#hich uk aaployaa ia antitlad. 

SiaiXarly, S O.S.C. S S30S aapowara tha Praaidant to diract such 
agant aa ha conaidara appropriate to prapara a report that "coaparaa 
tha rata of oav of tha atatutory pay ayataa with tha rataa of oav for 



rata of pay of tha atatutory pay ayataa with tha rataa of oav 

tha aaaa lavali of work in privata antarpriaa • . . • #" and "aakaa 

saaandationa for appropriate adjuataanta in £ 
(Baphaaia addad.) That aaction furthar providaa 

cenaidaring thia report, the Preaident aay "adjai 

each atatutory pay ayataa • . . •* (Baphaaia added.) The pay 



racoaaendationa for appropriate adjuataanta in rataa of pay . 
(Baphaaia added.) That section further providea that, after 
cenaidaring thia report, the Preaident aay "adjust the rataa of pav of 
each statutory pay ayataa • . . •* (Baphaaia added.) The pay rataa 
thua aubject to adjuataent are the atatutory rataa of baaic pay.Jl/ 
The gevernaent bonua ayataa asiata aeparate and apart froa — and ia 
awarded in addition to — the atatutorily preacribed ayataa of baaic 
pay. 

Thua, «Hien Congraaa uaea the tera "rate of pay* or *pay rataa,* 
it refera only to the baaic pay received by governaent eaployeea. 
Therefore, in placing a ceiling on the *rate of pay* for PBS offlcera 
and eaployeea, we believe Congreaa intended to liait only the aaMunt 
of baaic pay aaeb ofCieera and eaployeea woeld receive and did not 
preclude the payaent of a bonus for exceptional aarvice.i/ 

And third, as generally interpreted by the courts, the tera 
*bonus* refers to aa additional or extra payaent for services which is 
in excess of that which would be expected or noraally received by an 
aaployee. Sff e.e. . Manaeeaent Search, Inc. v. Worean . 222 S.B.2d 



1/ See also S O.S.C. S S31S, which refers to *the rates of pay under 

the aSMrartcbedale" and S O.S.C. S S33S, whiob deals with periodic 
step increases for sa eaployee who has not reac h e d "the a a x i a ua rate 
of pay for the grade ia which hie position ia plaeed." 

1/ .In this regards it is sigaificsat that PBS is^rgaaised as a 
private eerporatioa. The paysmit of boaoses is • coaBsa corporate 
pcactiee. Zf Goagreaa. had intended to plsee liaitstl«'MS on the 
payaeat of ^boauses — ^ practiee coaaon not only to / rporstiona but 
paraitted ia tha gover^ «nt aervice as well — it eo- 'd (and 
preauaably woald) have done ao expressly. 
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1S7 (Gm. App. 1975); Tavlor v. Ere ton . 44 A. 2d 35€, 2€0 (If.j. 
>' * <i '^ SS A. 2d II fl947); Kjnnx v. Soiear rurnitura Ca 13 
{d rtfr2«f (Ohio App. I9$4)r^fSid in tala «#ay, a aonua ia no 



1945). a ff 'd 55'A.2d II f 1947) ; Kjnw v. Soiear Furnitura Co 131 
N.E.2d rtfr2«f (Ohio App. I954)rTSad in tfila «#ay, a oonua la not 
coapanaation vhieb Mn aaployaa haa any lagal right to racaiva or any 
ear tain aspaetation of baing paid. Sihca tha litaraX i«erda of Soetion 
39i(k)(X0) appaar to raatriet only tha ragular eoaipanaation to «#hieh 
an officar or aaployaa of WM or NPX ia antitlad (ljJU# only tha 
"annual rata of pay*) , it doaa not aaaa to raatriet garni ina bonua 
payaanta • 

It ahoald ba aaphaaiiad that thia coneluaion ia praaiaad on tha 
aaauaption that any bonua payaanta aada by WWM woald ba trua bonuaaa 
and not aiaply un incraaaat addad annually to tha aalarlaa of ear tain 
officara and aaployaaa. So long aa bonus payaaats raaain 
astraordinary and unuaual — baaad» for asaapla» on tha parforaanea by 
an officar or aaployaa of apacial and pactieularly aacitorioua sosvica 
— tha taat of *ganu inanaaa* «#ould ba sot. Zf by pcsctica or ovar 
tiaa, hewavar, car tain officara or aaployaas ara lad or eoaa to assuaa 



that bonua payaanta of a carta in aaount or paceaataga of thals annual 
aalariaa will, in fact, ba aada on aoaa pariodie baaia, than tbm 
eritaria for lagitiaata bonua payaanta aay not hava baaa aat aad such 
axtra payaanta aight violata tha raatriet ion iapoaad by 47 O.S.C. S 
39S(k)(10) (at laaat inaofar aa thay cauaad tha annual coapanaation of 
any auch officar or aaployaa to axeaad tha rata of baaie pay 
aatabliahad in Isacutiva Schadula Laval Z). Zn this eonnactlon* it 
should ba notad that 9iwn assuaing tha b o noa a s which hmwm boon givan 
to carta in PtS officara vara not ganuina, not all of thaa would hnva 
cauaad tha aalariaa of tha racipiants to aseaad tha salary cap* 

(b) WO"intaraat Sacurad louaa Loan . Zn July, 19S2, on tha 
authority of tha PIS loard of Oiractora, tha fublie Broadcaating 
Sarvica aada a aacurad aortgaga loan of $12S,000 to its Vraaidant, in 
ordar to provida hia with partial financial aaaiatsnea ia tha putebaaa 
of a hoaa in tho Washington araa. Tha dacision to offac tha loan waa 
tha rasolt of a ragulas annual aalary and banaf it raviaw coodnetad by 
tha Co a pa n aation S u bcoaaittaa of tha FBS Board. 



Zn aeeordanea with ganarally aocaptad aeeoonting prineiplaa, tha 
aartgaga loan and its taras wara diac l oao d ia fBB*s Piseal lfS2 
eartifiad atataaanta pcaparad by Boat» Nacvlck, MltolMlX a Go. Thasa 
atataaanta wara raviawad by tha FBS Aadit Ob— ittao and and by tha 
BsaeutiTa Coaaittaa la a public aassioa ia PaU IMS. Tho Bsacutiva 
Coaaittaa aocaptad and approvad tha finaaeial atataaanta and thay w ^ 
aubaaquantly distributad to aU PBS aaiibar atatlons. Tho aocima 
loan and its taras wara onca ara in diacloaod in tha draft fin«'-.eia 
atataaanta for Piaeal 19S3 whi. '1 wora prasoatod Gi tho Aodlt c aPii 
and raviawad by tha Bxaeutiva 4K^.a■ittao ia a public sodsloa itiw Cw 
I9S3. 
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Zn aarly 1982# PIS 'a Praaidant \imu givan 90 daya notica t^iat ha 
and hia faaily i^uld hava to vaeata tha hoaa ha had rantad for aix 
y^ru and, eonaaquantly, ha had vary littXa elaa in «#hieh to find 
auitabla nmw houalno. Tha Coapanaation Sub e o — ittaa of tha Board, in 
ita annual ravlav of PIS 'a aaXary and banafit prograa, cenaidarad thia 
flMttar la light of ethar ralavane faetora —tha Praaidant *a •x^^ lary 
parforaaoca, tha atata of PBS 'a financial haalth and tha avai.^. :y 
of working capital, coapa n aation provided to asaeotivaa in eo«p«.^^ia 
poaitiona, currant inflation, and tha taal aatata aonay aarkat. 

Opon raviaw of thaaa facta and in viav of PBS 'a vital iataraat in 
■retaining tha aarvicaa of ita Praaidant, tha SobeoaBittaa ceocludad 
that un intaraat-fraa aacurad aortgaga waa an appropriate way to 
racogaisa and rai#ard hia outatanding laadarahip and akillfolK direction 
of PBS over the preceding aeven yeara.l/ Ita proaiaaory note:. for tha 
loan waa aacured by a aacond deed of truat on the purchaaed property 
and the teraB of the loan require that it be paid in full within 90 
daya of aelling the property, or two years frea the date he leaves 
PBS, or on the 30th anniversary of the loan, whichever coaea first. 
Zn accordance with noraal PBS practicea, all of the appropriate 
procedural, legal and financial atapa were taken for the protection of 
the coape n y,. the aeaber a tat ions, tha Board of Olrectera and the 
Preaidant, and to assure full eoapliaace with all relevant lawa. 



Again, given the fact that the statutory restriction can be read 
aost logicnlly and persuasively as Halting the ordinary e oap a nsation 
which un officer or eaployee of PBS aay receive, a loag-tera» no- 
interest loan does not conatituta coapa n aation within the aeaning of 
the atatutory restriction. In thia regard, the Internal Keveaue 
Service ("XXS*) has been uniforaly unauccaasful before the Onited 
Statea Courts of Appeals in arguing that Mn interest-free loan reaulta 
in taxable ineoaa to the recipient of the loan and according to a 
recent article* "The Lid Zs Off No-Xnterest Loana to Bseea," Bnainaaa 
week , p. 23 (february «, 19t4), adaita it has any further litigation 
'on hold.* 

At the snae tiae, it should be noted that the ZIS haa taken the 
view that inteceat«free loana do reault in taxabU incoaM (even though 
the recent reports referred to above indicate it has aay further 



2/ It is not unusual for corporationr to aake no-interest loana to 
ita exeeatlves for a variety of pttrpoa«-a, including helping tbea 



aecure bonslng. See "The Lid Zs Off K intareBt Loans to 
Busineaa liaek . o.^f (February «, 19t<: tn addttloa* it iv eoae 
praetIS for unlveraltiea to provide their presidents with heaea 
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litigation *on hold* id.) and that tha courta which hava ruXad on this 
iaaua hava ganaraXly atatad that, •vn if taxabXa incooa wara found, 
thara would ba offaatting intaraat daductiona. Both of thaaa faccora 
could au99aat aoiM riak that a no-intaraat loan sight ba arguod to 
conatituta eoapanaation within tha oaanlng of Saction 396 (k) (10) of 
tha CosBttnlcationa Act. Zt appaara# howavar, that tha battar viaw is 
to tha contrary. Zn tha fir at placa, although tha courta hava 
rafarrad to tha offaatting intaraat daduetion aa a juatifieatlon for 
thair holdlnga, thay hava uniforaly hold that no Ineoaa raaultad froa 
intaraat-fraa loana. Sacondly, iaputad intaraat aaounta froa a no- 
intaraat loan would not ba ragardad mm constituting part of a *rata of 
baaie pay,* which ia tha languaga uaad in tha atatutory proviaion. 

Z hopa thia haa baan raaponaiva to your raquaat. Onfortunataly, 
thaaa lagal juatifieationa aay ba of littla laating aigaificanea, for, 
if wa hava laarnad anything froa our racant asparianca# wa hava 
laarnad that thara ia no liaitation on tha lagality of tha lava 
Congraaa can writa ao long mm thay raaain uncballangad. Aa you know, 
for axaapla, whan it waa found that tha no-intaraat loan did not 
violata tha salary cap, Congraaa aubaaquantly proeaadad to aaand tha 
law apacifieally to prohibit any no-intaraat loana. Tha nat raault of 
that action ia# ironically, to raiaa quaationa aa to tha lagality of 
PBS* a long-atanding practiea of aaking intaraat fraa loana to 
aaployaaa for purpoaas of adueational asaiataneai thia prograa haa 
baan of particular banafit to ainoritiaa and woaan and ia part of 
9BS*s affiraativa action afforts. Siailarly, if it ao ehoooaa, 
Congraaa eoQld eontinua to writa laws pcoblbitiag for any raaaoo any 
banafit FBS wiahaa to confar upon ita aaployaaa. Whara doaa oaa draw 
tha lina? ■ow far can Congraaa pry into tha buainaaa and diacration 
of a privata corporation? Mhy and at what laval? Nadical banafits? 
Li fa Inauraaea? low do thay diCfar froa no-intaraat loana? Nhat 
poaaibla lagitiaata intaraat is aarvad? 

If yoa hava any quaationa, plaaaa giva aa a call. 

Sinearaly, 



Lawraaea X. lor a 
Saaior Vlca Vcaaldant 
and Qanaral Couasal 



UUI/djb 
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S m L<qi«i*civ Htstocv of thm 1979 
•eoiiliiuni5> tioni rinaneinq Act Rtitrletion 



Public flaeo— un 



At originally proposed, n«ith«r th« Rous« nor th« 5«nae« 
von ion of tho 1978 Ace contained th« salary calling rastriceion 
that ultiaataly appaarad in Saction 307 (a) of tha VubXlc 
TalacoflBun lea t ions Financing Act of 1978. During haarlngs on tha 
bill bafora tha Bousa Subeomnlttaa on Cowiun lea t ions « ho«ravar, 
Raprasantatlva Nlkulski ralsad tha issua with CPt Vrasidant, 
Nr. Banry Looals, as i#all as tha cn Board Chalraan, Bir. N. Allan 
Wall is. Slnea tha axchanga nay ba critical to undarstanding tha 
■otlvatlng forca of tha rastrictiva provision* it is nacassary to 
quota tha haaring racord at sooa langth. 

MS. Mikulski . . . . 

Mr. Locals* many of ay constltuants support both public 
talavision and public radloi hovavar* ona of tbair concerns* 
if thay i#ara hara today to talk with you* would ba tbair 
concern about adalnistrativa costs* and X hava a question 
related to salaries. Zf Z aay* so that wa could have aaple 
discussion on this natter. 

Inforaatlon your staff pr'^vidad ae Indicated that your 
annual salary is $70*000 par year. That is $4*000 par year 
more than a Cabinet aeaber earns. Your exaeutlva vice 
president earns $84*000 a year* irtileh is $8*S00 acre than a 
Maabar of Congress earns. Z could go on to Indicate that at 
7 public talavislon stations there are people earning over 
$8S*000* and 10 aore earning $SS*000 to $84*000. 

That is really aore than schedule C people are aaking 
who work either for the President or who* like Michael 
Bluaenthal* have raaponslblllty for the Treasury Oapartaent. 



DO yott think it Is justified to use poblie aoaay to pay 
salasiaa to public broadcasting aseeutlvas in exeaas of what 
tha Viea Vraoidant of tha Onltad States aakes* in excess of 
ifhat a Cabinet aaabar aakes* of a O.S. Senator* or Maabar of 
Ccmgraas? 

X think Z aa in a uniqaaly inappropriate 

position to laoaasnt on thla issua. t would prefer to ask 
our ehairaaa. 




— - This is a aubject which tba board 

— jtsidarseoatiaaottaly* bacaaaa* of caaraa, va ar'^ awaca of 
that kind of critieisa* and la faet tbeaa spaeifiv 
critieisBS. There are a great aany other faetors that enter 
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tb« coapin— tion for a job ttaan slaplj tli« casta payaaiit thae 
yaar. Thar« is ttas sseurity of tbs job. Ths tsmirs, ttas 
kinds of things that aay opsn up latsr, tha oppoctunitiss 
for incoao on tha si da froa lacturing and so on ars all 
factors that 9X1 fr into it. 

In this job, it is providad by law that tha officars 
should hSTO any outsida ineoaw aarnlags whatseavar. Wa hava 
ganarally loekad at it froa tha point of viaw of, «#hat is 
tha laast va can pay and gat tha quality of paopla wa want, 
and X think that wa can aasily justify tho sslariaSf and urn 
hava lookad at aaeh ona saparataly. Na hava not baan guidad 
by schadolas and so on. 



Ms. Mikulski . Mr. Wallis, hew would you faal about a 

coiling on public broadcasting asaeutivas* salarias to bring 
thaa in line with tha schadula C Padaral appointaos, or 
parhaps avan a cailing aqui volant to tho Vica fraaidant*s 
salary? 

Mr. Mallis . Z think that would bo unwlso for two 
raaaona. Ona is foraal. Na ara supposed to bo aa 
indapandant private corporation, even though we ara largely 
funded* by the Governaent. That would be a clear intrusion 
into that principle. Iven if it were not, Z think it would 
be unwise* Whet we have to do is try to getr people of high 
quality, and we will try to get tbea as acoaoaically aa we 
can, and we do try to do that. Ware it not for the foraal 
reason, Z think it would still be uawiee. 

Tou see what the effects of that were in the Federal 
systea in receat years. 

Ma. Mikulski . Z appreciate your e oaai n ting. Z auat 
say, taoagb, Zde not share the saaa view. Tou see, Z have 
a problea with this concept of a private corporation paid 
for by the public, and Z wonder soaetiaea if we are really 
not iate linguistic aanipulatioa — kidding ouceelveo that 
you are a private oorporatioa wbea you are paid for by the 
taspayecs* funda, yet do not heve the aeooaatsbillty aa 

By has* 

Zf you are goiag to take the people's a ea e y» you have 
got to take the people*s attitudes* their qoeatloaa, their 
feeliaga* and aa on, and when we talk about attsaetiag 
quality, the fact is that you can get a Michael Blnaeathal, 
a Juaalta Krepa» a Kobert Strauaa to 9%€W ia tba public 
aeetor» and Z de not know a Vcesldeat yea aba baa bad aa^ 

frobleaa attracting a Cabinet aaiSbar» aad tba salasy Ir-axa 
aa talkiag abaat are at that level. 
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[aiiig. ifieh all du« r«gard for th« prastiga of 
iIon"x would not v«fitur« to eUia it is rsslly 
I «#itb ths prsstigs of Sserstsry of tbs Trsasury. 

Ms. Mikulski . Pr«stig« doos not pay tha nortgaga, sand 
tha kids to eoiiaga# or buy you a cup of coffaa. i hava two 
honorary Pb.O.'s and anotbar ona on tha way in Nay, and what 
that will giva am avantually, although it is wendarful 
pgmMtigm .and so on, it doas not giva mm a lowar aortgaga 
rata or anything also. 

Mr. trallis . Z do not know, otbar than froa tha 
navspapSrsTaoout tha privata affairs of tha thraa paopla 
you aantionad, although aost of thosa thraa paopla 's privata 
affairs ara pratty wall airad onca thay go into Govarnaant, 
but X hava tha iaprass'.on that thay all hava otbar 
rasourcas* and in looking to fill positions lika that, and 
tha raeant chairaanship of tha Fadaral nasarva Board, thay 
find tbaaaalvaa liaitad in larga part to paopla who hava 
soaa additional rasoureas with which to supplaaant thair 
i nc oaa whila sarving in positions of that sort. 

riaarings on I.R. lUOOi I.t. 12021i and ■•«• 12073 
Bafora tha Subeoa. on Coaaunieations of tha loasa Coaa. on 
Zntarstata and Poraign Coaaareai fStb Cong., 2d 8ass.» at 
S16-23 (lf7t).] 

Siailar issuas wars raisad during tha subsa^ant appaaranca 
at tha saaa haaringa of PBS Board Chniraan, Mr. Nawtoa at tba 
saaa haaringa of fBB Board Chairaaa, Mr. llawton Ninov* and W9B 
frasidant, Mr. La«»ranea Grossaan. Tha qaaationB wara po ga d by 
Mr. Barry N. Sbooaban, Chiaf Ooanoal of tba 8ubcoaBlttaa» on 
bahalf of Bapraaantativa Mikttlaki (who was absant that day). 
Again, it is usafal to quota tba antira intarcbanga. 

Mr. Bboosban. . . . 

Mr* Oreasaan. Accord ing to tba f igaraa prowidad by 
your staf£» tba Vublic Broadcasting Sarvlaa aaploys tvo 
indivldaala» -youraalf and Mr. Oann, at saUrlas of $Cf ,3S2, 
aoca tbaa $2«000 in ascaaa of a aaiibar of tba Vraaldant'a 
cabinat. t iindaratand that it U tba paaltioa of fBB tbat 
tbasa fands ara not Padacal, alnea salaslaa ara fandad oat 
of eoatclbationa fcoa fBB a a i ibat statloaai baaavat» slaea 
tba Btatloaa ara tba racipiaata of fadaral faada» ablob tbay 
ara, la tarn payiag to fBi, tbia is to as a distlaatiaa 
witbaat a dlffaranca, and at this point Na. Nikalabl in bar 
qaastiaa aakad unanlaoos consent tbat tba f Igaraa on 
eanagaaaat salarias at BBS ba incorporatad .into tba racord. 



Digitized by 



Google 



94 



-4- 



Mr. Minow . >'• would b« glad to furnish thas. Si net 
you ar« eiilking about Mr. Grossaan's salary, I would likt :o 
answsr ths qusstion. 

Mr. Shooshan . T^.i3 is tha quastion. How can you 
justify tha usa of ?adaral funds to pay salarias which 
•xeaad that paid to Cabinet manbars to PBS axacutivts? 

Mr. Minow . If Ms. Mikulski and tha Manbars of Congrass 
would liKa to fund PBS 100 parcant* and raliava us of tha 
rasponsibiXity of raising ttro-thirds of oar nonay* wa will 
ba glad to go to a cailino of Padaral salarias. Wa will bm 
glad to giva you tha public broadcasting systaa and lat you 
run it. Zf you want us to run it as privata cltisans 
axareising our indapandant judgsMnt* wa ara going to do it 
our way. Wa think it is vary chaap. Wa •cm not paying him 
anough. 

Mr. Shooshan . Tha followup quastion: What would your 
position bo on an aaandaant which paqgad your top PBS salary 
to that of a ownbar of tha Prasldaat*s Cabinat# or othor 
language which i#ould rastrict your salarias to such 
cailings? 

Mr. Mlno%r . wa think you ought to add ti aaondaont to 
tha aaandaant to taka ovar tha rasponsibility for funding 

us. 

(Zd. at 738-39.] 

On Hay 8, 1978, wban I.R. 1260S — tha bill that ultimata ly 
passod tha Bouso — was introducad, it containad tha proirisions 
suggastad pravioualy by Koprasantativa Mikulski liaiting tha 
annual rata of pay of PBS offlcars and aaployaas to tha basic 
rata of pay astablishad for Bxaeutiva Sehadula Laval Z offlcars. 
Although tha Sanata varsion of tha bill containad no such 
rastrict ion, tho Sanata racadad to tha Bousa varsion in 
confaranea, albalt «#ith Mn aaandaant that pracludad tha nacassity 
of a radoetios in tha annual rata of pay of currant offlcars and 
aap^loyaaB. Za raporting tha eonfaraaea bill to tha Bousa, 
Rapraaantativa Vaap Oaorlin, tha sponsor of B.B. 12603, raportad 
that th«' Sonata eonfaraaa had agraad to tha *«oosa provision 
liaiting tha aalariaa of officara of CPB, PBS, and NPm to not 
IoFSBi " . --- -. 



noca than that oc canlnat laval offlcars, with un aaanteant 
grandfathariag tha aalariaa of currant oCflears..' 
13280 4dally ad. Oct. I J, 1978) (aaphasia addad) 
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FBS 

OttCMbsr 14, 1907 



Oooald 1. LmdMiq 

Wrmmidmnt aad Chlmt Bjc^eutiw Officer 
Cosperatioa for Fublie ■roadeaatiiig 
1111 IftH Str««t, if.ir. 
B, O.C. 2003f 



0««r Mr. Ladvig: 

This is ia r«spons« to your lottor of nsr—Tm 2 
ia^iixiay about tbm 130*000 boaos poid to Mr. Srueo 
Christ o no o n * Vrosidont of wma, ia riseal Toar If 86. 

As you sro probably a«raro# iaforaatioa rogardia^ this 
boaus was providod to CVB oa robsuary 24 « IfOT, ia a lottor to 
Richard Orofo froa Carols Oieksrt-Sehorr, Oiroetor of 
Porsoaaal at PM. That lottor oaelosod PM's raspoaso to 
CVS's If 07 aaaual iaforaatioa survay, which disclosod tho 
salary of PM's Vrosidaat (CVS job coda 1120) aad tho aawuat 
of tho boaus paid to this official. 

Za rr Ifii tha salary paid to Mr. Christaasoa was 
$•€,200. Oa April 29, IfOi, tha tiihrwittaa^ oa Coapaasatioa 
of tha VSS aoasd of Oiraetors aat ia oaacuti^ra saasioa to 
eoasidar ooapsasstioa issuas aad at that a aa tia g also roviowod 
Mr. Christaasoa' s coapaasatioa. Tha coafidaatial aiautos of 
that a aa ti ag raflaet that: 



Tha Swbnnaaittaa coaaidarad Mr. Christoasaa' s parforaaaco 
ia tha offioa of Vcaaidsnt siaea Nay, 1904, aad a graa d to 
a s pa ai al eoapaaaatioa award to Mr. Christoasaa ia 
rsaogaitioa of his distiaguishad sarriaa aad aaaaptioaal 
paatfiSBsaea ia of faetiag tha traasitioa to aav laadarship 
ah warn sad ia guidiag tha osgaaisatioa sasathly th r o u gh a 
ps ai sd of gsaat opasatioaal dif f iealty aad f iaaaeial risk 
ia tha waha of a cataatsapia flra, to a soaaaaaful 
raiaaatiaa of tha aoapaay's offfieaa aad opa rsfci o as to its 
aav faallitiaa at Braddaah tlaaa. 
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Km you «r« awaro, shortly aftor Mr. Chriat«iis«n aaauaad 
tho praaidwiey of PBS, « major firo at L'Infaiit Plata totally 
dlaruptad PBS' a operations, daatroyad ita taehaieal e«ntar. 
and foread tha ovarnight raloeation of ita offieaa freai ona to 
naarly a dosan locationa. Under Mr. Chriatanaaii' a abla 
laadarahip, PBS aueeaaafully «#aatharad this eriaia: 
oparations waro roatorad and PBS' a sarvieoa to ita aaaibar 
atationa naintainad; apaeial financing waa obtained to enable 
PBS to rebuild ita teelmieal eentar; a aatiafaetery inaurance 
settlaaMnt waa reached and the financial loas te PBS 
miniMised; new office apace waa secured at Braddeck Place, and 
the PBS off icea «#ere relocated; the PBS technical center waa 
reconatrueted; and eaployee eerala waa reatored. Hia 
leaderahip and personal af forta contributed sigrificantly to 
the efficiency and aconony with which PBS wee able to recover 
froa the fire. 

During this very difficult two-year period, Mr. 
Chriatenaen neither received nor waa led to eiqpect any extra 
ciJiianaation for his exceptional perforaance. As the Aprxl 
29, 19tf, fluLnutes state, the PBS Board of Directors wiahed to 
provide Mr. Chriatenaen with imusual and extraordinary 
recognition for his oMritorious service and superior 
achiavaaant . The fom ehoaen for thia recognition waa a 
sMriterioua perfenunce award or bonua. The $30,000 bonua 
that he received was not part of his basic rate ef pay, but 
was an unusual and unexpected payaent for apeeial and 
distinguished acta of service to PBS during a particularly 
difficult tisM. 

Aa CFB is aware, PBS, like other private cerporationa aa 
well aa federal agencies, has on prior occaaioaa recognised 
exceptional perforaance by awarding bonuaes to deeerving 
officers a«d eaployees. Indeed, in fiscal year lfS4, Linda 
Dorian, yiea President, General Counsel and Secretary of CVB, 
asked Leery Hosa, then Senior vice Preaident and General 
Counsel of PBS, te explain the legal baais for BBS's decision 
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to award bonuses to certain PBS officers in aaounts vhieh, if 
thmy had b««n part of thos* officers' regular rata of pay, 
would hav« caused thair rata of pay to axeaad tho salary cap. 
In a lattor datad January 30, 1984, Larry Horn axplainad that 
aucii bonuaaa ara conaiatant with Saetion 39f (k) (9) of tha 
CoflMunieationa Act, aa anandad. (A copy of that lattar ia 
attaehad.) CFB apparantly found that axplanation 
satiafaetory. 

Although PBS doaa not concada that tha aalary cap in 
Saetion 39((k) (9) ia aithar lawful or appropriata* PBS'a 
eonpanaation polieiaa conply with thia liaiitation. Aftar 
caroful eonaidaration of tha statutory language and 
lagislativa history of this provision, PM haa eoncludad that 
it is intandad to liout tha ordinary eoaipanaation, or annual 
salary, that PBS officars and aaployaaa nay racaiva, and that 
it is not intandad to praciuda, asMng othar thinga, 
nor.ragular, axtraordinary and unaxpaetad payMaata basad, for 
axaaplo, on a datarmination of particularly oMritorioua 
sarviea. Tho lagal rationala supporting PBS's conclusion that 
tha payaant of maritorious parformanca awards coaporta with 
tha raquirasants of Saetion 39<(k) (9) ara thoroughly discussad 
in tha Hom-Oorian lattar. 

In sum, thara is no inconsistancy batwaan tha Board's 
action in awarding this bonus and tha salary roatrictions of 
Saetion 39<(k) (9). PBS axacutad its Cartificato of Conplianca 
with Statutory Provisions for fiscal yaar 198S in good faith 
and baliawas that its compansation policias ara consist ant 
with tha rapraaantationa in that Cartificata. 

Sincaraly, 



Bnel. 
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Paul E. Syaiczak, Esquira 

vica Prasidant, G«naral Cotansal and Sacratary 

Corporation for Public Broadcasting 

1111 16th Straat, N.lf. 

Ifaaiiington, O.C. 20036 

Daar Paul: 

This lattar raaponda to your Hay 16, 1989, lettar 
inquiring about tha bonus awardad to Bruea Christansan, 
Praaidant of PBS, earliar this yaar. 

On Harch 13, 1989, tha SubcosHu.ttaa on Compansation 
of tha PBS Board of Oiractors (tha SubcooHuLttaa) , which is 
chargad with rasponsibility for datarmining tha eompansation 
and banafits of tha PBS Praaidant, OMt in axacutiva sasaion to 
raviaw Mr. Christanaan' s parforaanea and eoaipanaation . At 
that maating tha SubeonauLttaa raviawad, among othar things: 
Arnold « Portar'a April 21, 1980, opinion that tha statutory 
salary cap doaa not rastrict tha payaant of bonuaaa in axeass 
of tha cap so long as thay raprasant nonragular, axtra- 
ordinary, and unaxpactad paynanta basad on a datarmination of 
particularly OMritorioua aarvica; applicabla PBS policias; 
than PBS Ganaral Counsal Larry Horn's January 30, 1984 lattar 
to than CPB Ganaral Counaal Linda Dorian, which axplaina tha 
lagal rationala aupporting tha award of bonuaaa givan tha 
statutory salary limitation; PBS Board Chairman Alfrad R. 
SZorn'M Dacambar 2, 1987, lattar to Donald B. Ladwig, CPB 
Prasidwitf axplaining tha raaaons a bonus was awardad in 1986 
to tha PBB Prasidwit, and Mr. Ladwig'a January 27, 1988, 
rasponaa, which found "PBS's axplanation . . . not 
inconaistant with tha law;" and information about tha fadaral 
incantiva caah awards programa. 

Aftar raviawing Mr. Oiriatanaan' s parformanca and 
accampliahmanta and aftar diacuaaion, tha ^ubcommittaa 
unanlmoualy approvad a apacial maritorioua toonua award of 
120,000 for hia axtraordiaary contributiona and laadarship. 
ln.« maa»randum datad Harch 20, 1989, from tha Subcommittaa to 
Mr. Chriatanaam, infomdjig him of tha award, tha Subcommittaa 
daacribad in datail tha apacifie contributiona that maritad 
tha bottua awarO. Zt aaid: 
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"Km you mv w«ll awar«, PBS 'a annual budgetary 
proc«aa haa Bommtimmm tommn th« subject of discord 
b«tw««n PBS and sohm of its ammtomv station*. 
Undmr your l«ad«rship and guidance, thm budgetary 
process was rasarkably isiprovvd this yoar, and 
th« stations, tii« SubcoBHu.tto« on Budgot and tho 
Ex«cutiv« Consd.tt«« hav« unifomay praissd both 
th« procsss adoptsd and you and your staff for 
transforming what was forsMrly a disagraaablo 
n«c«ssity into a productive axehang* b«tw««n PBS 
and its mmmbmr stations that will MTvm to 
advanc* tha servicas of both PBS and public 
talavision. 

At 1988' s Programming Maating in San Francisco, 
again undar your laadarship and guidanca, PBS 
introduead tha public talavision cummunity to 
PBS' a National Program Sarvica Strategic Plan, 
which proposad significant changes and 
improvamants in tha managarant of tha National 
Program Sarvica (NPS) to assure the NPS's success 
and competitiveness in the future. Since that 
time PBS has begun to implement parts of that 
plan in cooperation with public television 
producers. These efforts are universally 
recognised within public television as having 
been the critical first steps to prepare public 
television to operate successfully in a 
draawtically changing media environsMnt. All of 
public television is indebted to you for having 
the foresight and fortitude to challenge the 
industry to face its future. 

In 198(, again under your leadership, PBS 
approached the Corporation for Public 
Broadcasting and proposed that CPB challenge the 
public television stations to create a new 
programming fund, a fund that would be available 
to finance the production of high viaibilityr 
priaM tiaM aeries r unencumbered by a 
bureaucractic approval process. CPB and the 
atationj both agreed, and ainee that time have 
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togtttlMr pooled $24 million to fund outstanding 
Aignatura public talaviaion prograsM, including 
Bill Moyara' acclaiaad Josaph Caapball mmrimm, 
Tha Powar Ciia» Coluaibua and tha Aga of 
Oiaoovary, and tha Philippinaa. CPB has agraad 
to ranaw ita $5 million commit, ma lit in FY 1990, aa 
hava tha stations. You can ba justifiably proud 
of your rola in bringing tha banafits of such 
suparior programs to tha Amariean public . " 

Mr. Christansan's annual salary at tha tisM tha bonus 
was awardad was . tha ma»imum rata parmittad imdar Exacutiva 
Laval Z. 

In your lattar you axprass intarast in our viaw of 
tha lagal basis of bonus awards in light of tha statutory 
salary limitation. As you know, PBS has raspondad to sifld.lar 
inquirias from CPB twiea in tha past. Tha lagal rationala 
supporting PBS's conclusion that tha paymant of maritorious 
parformanca awards comports with tha raquiramants of Saction 
396 (k) (9) was thoroughly discussad in tha Horn-Dorian 
corraapondanca summarisad abova, and is not rapaatad hara. Zn 
both pravious instancas CPB did not diaputa PBS's conclusion 
that Saction 396 (k) (9) "is intandad to limit tha ordinary 
compansation, or annual salary, that PBS officars and 
amployaas may racaiva, and that it is not intandad to 
praeluda, among othar things, nonragular, axtraordinary and 
imaiqpac^ad paymants basad, for axampla, on a datarmination of 
particularly maritorioua sarvica." S— Stam Dacambar 14, 
1987, lattar. Tha statutory languaga concaming tha annual 
rata of pay has not changad sinca thosa lattars wara writtan. 

As notad in tha matarials rafarrad to abova, tha 
Subcommittaa also considarad fadaral amploymant practicas, 
which pasmit tha award of incantiva cash bonuaas that axcaad 
applicabla salary caps to fadaral amployaas, including 
Bxaeutiva Sehadula amployaas. Saa 5 C.r.R. Saction 451.101 at 
999 . Thoaa awards ara mada for non-racurring apacial acts or 
aarvica contributing to improving govarnmant oparationa. 5 
C.r.R. 451.103. Z think you would agraa that if fadaral 
amployaas may racaiva caah bonuaas in axeass of statutory 
salary raatr ictions for spacial maritorioua acts, it follows 
that PBS amployaas may ba awardad caah bonuaas for spacial 
maritorioua sasvica consiatant with atatutory limits on tha 
annual rata of pay. 
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Zn your l^tt^r you also aay that "tlM award of 
bonua^a to Mr. Chriatanaan haa bacoaa a aora routina and 
cijwnnplaea praetiea . . . than it waa in 1905.'* Tha 
Subeoaaittaa ainutaa and Maaoraadua, howavar, aaJca it claar 
that tha boaua awardad «#aa naithar axpaetad, routina, nor 
eoaaonplaea. Znataad it waa an unuaual and unaxpaetad award 
for apaeific, diatinguiahad acta of aarvica to PBS. 

Aa you point out in your lattar, Arnold & Portar 
opinad that axtraordinary and unuaual bonua payaanta aatiafy 
tha taat of "ganuinanaaa" bacauaa thay ara not aiaply an 
annual incraaant to aalary. That raaaoning aa a aattar of law 
would aupport bonua awards avan in auecaaaiva yaara ao long aa 
thay wara unaxpactad and baaad on particularly aaritorioua 
parforaanea. Aa you know, Mr. Chriatanaan' a only othar bonua 
during hia fiva yaara aa PBS 'a CBO waa awardad thraa yaara 
ago. 

Lika CPB, tha Subeoaaittaa and PBS ara aanaitiva to 
tha policy conaidarationa aa wall aa tha lagal iaauaa 
underlying tha aalary cap raquiraaant . Thoaa concama hava 
lad tha PBS Board to conaidar ita actiona carafully ao aa to 
anaura that PBS' a policy on oMritorioua aarvica awarda coaply 
with tha liaitationa iapoaad by Saction 396 (k) (9) of tha 
Coaaninicationa Act, aa aiMndad. 

Without addraaaing tha quaation of whathar tha aalary 
cap ia aithar lawful or appropriate, PBS a a ac ut ad ita 
Cartificata of Coaplianea with Statutory Proriaiona for fiacal 
yaar 1989 in good faith and baliavaa that ita coapanaation 
policiaa and actiona ara conaiatant with tha rapraaantationa 
in that Cartificata. 



Cordii 
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Paula A. JaiMaon 
Sanior Vica Fraaidant, 
Ganaral Couaaal ft Sacratary 



cc: PBS Subeoaaittaa on Coapanaation 

Ted R. Ca p ener 
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Alfred R. Stern 
Chairman of the Soara 
•Public 3roadcasting Servrca 
993 Fifth Avenue 
New Yorlc. New York 13029 

Dear Hr. Stem: '. 

This Is to follow up on rny letter to you of December 2. and your repi/ 
to mt of December 14. 1987. concerning PBS's bonus payment to its ^ 
President in FY 1986 in an amount that caused his total compensation 
to exceed the statutory pay cap in effect for that year. I asked for 
PBS*s explanation of the consistency between that payment, and PBS*s 
certification to CPB that it would be in compliance with the statutory 
ceiling during FY 1986. fou have responded that the PBS Board's 
Subcommittee on Compensation reviewed the President's performance over 
a t'*»o-year period and agreed *.o -nake "a special compensation award" tc 
him. to recognize 'his distinguished service and exceptional 
performance in effecting the transition to new leadership at PBS and 
in guiding the organization smoothly through i period of great 
operational difficult/ and financial risk in the wake of a 
catastrophic fire, to a successful relocation of the company's offices 
and operations to <ts new facilities at Braddock Place." 

In addition, you state that the bonus was "unexpected," "unusual" and 
"extraordinary." a recognition of "special and distinguished acts of 
service to PBS during a particularly difficult time." Based on these 
facts, you conclude that the bonus did not violate the statutory pay 
cap, which PBS Interprets as aoplymg only to "ordinary con>9ensati?r;. 
or annual salary," and not to "nonregular, extraordinary, and 
unexpected payments." 

CPB has rtviewtd the law and its history and finds that PBS's 
explanation is not inconsistent with the law. While we find the law. 
as well as its legislative history, to be ambiguous on the issue of 
the eleewnts of compensation to be included in computing the "annual 
rati of pay" to which the ceiling applies, we have found nothing that 
would conclusively preclude PBS's characterization of this bonus 
payment. On the other hand, the terms and history of the law orovide 
evidence to suggest that the ?BS interpretation is correct, although, 
again, the evidence is not conclusive. 
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In making this deter-nrra'-O'-. '-3 -as rel'Sd -sen ^°S' i 
characterization of ".^e ronus n :uest;on. and '."e c'rc--:sta.tces :*:2 
as justification for :?s ronus. .'f ?9S were rautineiy :3 award 
bonuses in excess of zrs say cao as suoolefnental salary oayments. 
whether or not they we'-e mterced :o tr.wart :ne I'-^uatJons of the 
statutory ceiling. :?3 .-^ouls 'rview tre "^atter -n j i^"erent '•■zr.i. 
Similarly, if the c:rc-.-s:arc9S justifying aonuses 'n excess of :ne 
pay cap were less drast:: tian those cited. C?3 -nrght roach a 
different conclusion. ■£<tf3orsinary ' perfomance alone would not se 
sufficient grounds to justify a conus exceeding tne pay cao, >n oart 
because it is An inadecuate standard to prevent the awarding of 
bonuses on a routine sasis 'n /iolation of the p^y cap. For nany 
positions at CPB. ?BS and NPP. 'extraordinary performance" is a 
requirement of the job. 

Thank you ^nry much for your srompt attention to this matter, and for 
your thorough response. 

Sincerely, 



Donald E. Ledwig 

President and 

Chief Executive Cffic5»- 



cc: Bruce Christensen 
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